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1. INTRODUCTION.
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On May 7, 2010, the Administrative Law Judge ("ALJ") issued a Recommended

Opinion and Order ("ROO") in the above-captioned docket and the ROO was scheduled

for consideration by the Arizona Corporation Commission ("Commission") at its regular

Open Meeting on May 26, 2010. On May 17, 2010, Johnson Utilities, LLC, db

Johnson Utilities Company ("Johnson Utilities" or the "Company") filed exceptions to

the ROO.

At the Open Meeting, the Commissioners discussed the ROO, and specifically,

the fact that the ROO recommends an operating margin for Johnson Utilities, a class A

utility. Among other things, the ROO adopts the Utilities Division Staff ("Staflf")

recommendations to: (i) impose a blanket 10% reduction to plant-in-service for alleged

inadequately supported plant costs, for a disallowance of $7,433,707 for the water

division and $10,892,381 for the wastewater division, (ii) impose a 7.5% reduction to

plant-in-sewice to remove alleged affiliate profit, for a disallowance of $5,017,752 for

the water division and $7,352,364 for the wastewater division, and (iii) to include
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unexpended hook-up fees ("HUFs") in rate base in the amount of $6,931,078 for the

water division and $16,505 for the wastewater division. Largely as a result of these

three Staff reductions to plant-in-service totaling $37,643,787, the ROO finds that the

Company has a negative rate base for its water division of $13,682,831 and a barely

positive rate base for its wastewater division of $136,562. Because the ROO finds that

the Company's rate base for its water division is negative and for its wastewater division

is only $136,562, the ROO adopts Staffs recommendation of a 10% operating margin

for both divisions .

After much discussion at the Open Meeting, the Commissioners deferred a

decision on the ROO until the June 29, 2010, Open Meeting, and Chainman Mayes

requested that the parties supplement the record under affidavit with the following

information:

I would like the parties to compare results under various scenarios for using
the operating margin as a rate-setting tool. Pm interested in a 3, 5, and 7
percent operating margin as compared to the suggested 8 and 10 percent
we've discussed already.

As an alterative, the company could come in also and say that it would
like to argue for a rate base and that, for instance it should be the same as
RUCO's weighed average cost of capital if it believes that would result in
just and reasonable rates and if it wants to continue to argue for a rate base.'

The Commission has always encouraged utilities to make necessary and prudent

equity investments to establish a positive rate base. In addition, the Commission has

typically utilized a rate of return analysis to ensure that a utility cams a fair and

reasonable return on its equity investment. In contrast, the Commission would likely

agree that a negative rate base is a detriment to a public utility and its ratepayers, and
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67, ones 4-14.
Reporter s Transcript of Proceedings, Agenda item No. U-11 (Vol. 1) (May 26,2010) at
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should be avoided if at all possible. In this case, the rate base adjustments proposed by

Staff and adopted in the ROO will virtually ensure that Johnson Utilities will have a

negative rate base for many years to come, thereby requiring the Commission to adopt

operating margins in future rate cases.

As discussed more fully below, there are several major drawbacks to a negative

rate base. First, it will make it difficult or likely impossible for Johnson Utilities to

attract additional equity in the future. Future investors would be required to invest

significant capital just to eliminate the negative equity, with no opportunity to ever earn

a return on this additional investment. In addition, a negative rate base will make it

difficult or impossible for Johnson Utilities to borrow money because lenders are

generally unwilling to loan money to a utility with negative equity. Further, the

elimination of current equity would substantially reduce depreciation expense, thereby

decreasing operating cash flow. The reduction of operating case flow will make it much

more difficult for Johnson Utilities to fund plant replacements in the future.

For these reasons, and consistent with the Chairman's request, Johnson Utilities

submits two alternatives to the ROO, as detailed in the Affidavit of Thomas J. Bourassa

attached hereto as Attachment 2, which produce a positive rate base, with each

alternative presented at 8.l8%, 10.0% and 11.89% rates of return. Alternative 1 is

preferable to Alternative 2, but either alternative is far superior to a negative rate base

and operating margin. Notwithstanding, Johnson Utilities continues to urge die adoption

of the Company's recommended test-year plant, return on equity and revenue

requirement as set fortin the Company's final post-hearing rate case schedules, as filed

in this docket on October 30, 2009, and as discussed in the Company's Closing Brief

filed November 20, 2009.2 Johnson Utilities submits that the evidentiary record in this

2 For its water division, Johnson Utilities requested a decrease in its revenue requirement
of $2,879,022, or a decrease of 2l.86%. (Exhibit A-4, Volume ll at 3). Staff
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case fully supports the Company's position, which will result in rates and charges that

are just and reasonable. Accordingly, without waiving this position, Johnson Utilities

submits the two alternatives included with this filing, as requested by Chairman Mayes.

This filing is supported by the Affidavit of Brian P. Tompsett dated June 4, 2010,

(including exhibits) attached hereto as Attachment 1 and the Affidavit of Thomas J.

Bourassa dated June 4, 2010, (including exhibits) attached hereto as Attachment 2.

ll. JOHNSON UTILITIES HAS INVESTED EQUITY OF ALMOST
$29,000,000 IN ITS FIRST TEN YEARS OF OPERATION.

Each year, Johnson Utilities submits a copy of its balance sheet and statement of

income to the Commission as part of its annual report. A copy of the Company's balance

sheet for test-year 2007 prepared by Ullman & Company, P.C., Certified Publie

Accounts, and filed with the 2007 annual report is attached as Exhibit A to the Affidavit

of Brian P. Tompsett (Attachment 1). The Company's balance sheet shows Member's

Capital (i.e., equity) of $28,608,166 on total assets of $210,299,166 at the end of the

2007 test year. Johnson Utilities obtained its initial Certificate of Convenience and

Necessity ("CC&N') in Decision No. 60223 on May 27, 1997. Thus, in the first 10

years of operations following issuance of a CC&N, the Company invested equity

approaching $29,000,000.3 Yet, Staff recommends-and the ROO adopts--reductions to

plant-in-service which wipe out 100% of the Company's equity plus an additional

$9,035,62l, as summarized in the following table:
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recommended a decrease in the revenue requirement of $3,018,800, or a decrease of
22.9%. (Staffs Notice of Filing Final Schedules, Final Schedule JMM-W1). RUCO
recommended a decrease in the revenue requirement of $73,718, or a decrease of .56%.

For its wastewater division, Johnson Utilities requested an increase in its revenue
requirement of $2,326,532, or an increase of 20.49%. (Exhibit A-4, Volume III at 3).
Staff recommended a decrease in the revenue requirement of $895,100, or a decrease of
7.88%. (Staffs Final Schedule JMM-WWI.) RUCO recommended a decrease in the

or a decrease of 4.54%.
Tompsett and Affidavit of Thomas J. Bourassa.

revenue requirement of $515,397,
Affidavit of Brian P.

an l l4



STAFF REDUCT1ONS To PLANT-IN-SERVICE'

WATER
DIVISION

WASTEWATER
DIVISION

COMBINED WATER
& WASTEWATER

INADEQUATELY SUPPORTED
PLANT

(10% BLANKET REDUCTION)

$7,433,707 $10,892,381 $18,326,088

AFFILIATE PROFIT
(7.5% BLANKET REDUCTIQN)

$5,017,752 $7,352,364 $12,370,116

UNEXPENDED HOOK-UP FEES
(INCLUDED IN RATE BASE)

$6,931,078 $16,505 $6,947,583

GRAND TOTAL $19,382,537 $18,261,250 $37,643,787

EFFECT ON EQUITY ($37,643,787)

JOHNSON UTILITIES' EQUITY
AT DECEMBER 31, 2007

$28,608,166

NEW EFFECTIVE NEGATIVE
EQUITY BALANCE

($9,035,621)

T he  S t a ff wit ness  in  t his  case  t e s t ified  t ha t  "o nly a  minimal 10  per cent

disallowance is warranted in this case" for inadequately supported plant. However, this

so-called "minimal" adjustment  of a staggering $18,326,088 (water and wastewater

combined) obliterated roughly 65% of the Company's equity, despite the fact that Staff

admittedly failed to identify a single item of inadequately supported plant in dais case :

Q. (BY MR. CROCKETT) Mr. Michlik, have you identified in your
test imony anywhere any item of plant  that  was specifically not
documented by the company?
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4 The three reduct ions to  plant -in-service shown in this table are not  all of Staffs
reductions, but only the reductions for alleged inadequately supported plant and alleged
capitalized affiliate profit, and the inclusion of unexpended HUFs in rate base.



A. (BY MR. MICKLIK) No.

Q. You just made a blanket disallowance?

A. Yes.

With its additional 7.5% disallowance for alleged affiliate profit, Staff removed

another $l2,370,l16 from plant-in-sewice, thereby wiping out the remaining equity in

the Company and then some. This adjustment is particularly unfair to Johnson Utilities

because it applies to of the Company's plant, not just the $26,847,516 in water plant

and $45,724,508 in wastewater plant dirt was constructed by Company affiliates

(combined affiliate-constructed plant of $72,572,024). Thus, Staff removed "affiliate

profit" from tens of millions of dollars of plant that was not constructed by any entity

affiliated with Johnson Utilities, including (as one example), $6,312,601 in plant that

was constructed by Arizona Utility Supply & Services and acquired by the Company out

of bankruptcy.6 Neither Staff nor any other party presented evidence contradicting the

Company's figures on non-affiliate-consmcted plant, and the Staff witness

acknowledged-what is intuitively obvious-that the Company's plant was not all

constructed by affiliates :

\5

Q. (BY MR. CROCKETT) So the company -- is it your testimony,
Mr. Michlik, that 100 percent of Johnson Utilities' plant was
constructed by affiliates.

A. (BY MR. MICHLIK) No. But we can't put a valuation on what
was -- what the IACC amount was by deve1opers.7

Staffs final blow to the Company's positive rate base came by adding back

36,931,078 in unexpended water hook-up fees and $16,505 in unexpended wastewater

hook-up fees. Without constructed plant to offset against these contributions-in-aid-of
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5 Hearing Transcript Vol. XI at 1660-1661 [Michlik] .
6 Affidavit of Brian P. Tompsett.
7 Hearing Transcript Vol. X at 1576 [Michlik] .
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construction, the effect is to reduce rate base by $6,947,583.

The combination of these three Staff adjustments was largely responsible for the

negative $13,682,831 rate base for the Company's water division and the barely positive

$136,562 rate base for the Company's wastewater division.

111. NEGATIVE EFFECTS OF A NEGATIVE RATE BASE.

In recommending an operating margin for Johnson Utilities, the ALJ states that

"there is insufficient investment upon which to grant the Company a return."8

continues, "[a]uthorizing an operating margin for a utility the size of the Company is

problematic."9 Mr. Bourassa agrees that authorizing an operating margin for Johnson

Utilities based upon a negative rate base is problematic. However, he strongly disagrees

t ha t  t he  members/ shareho lder s  o f Jo hnso n Ut ilit ies  have  made an " insuffic ient

investment" in the utility to grant a rate of retum.]0

As discussed in the Affidavit  of Brian P.  Tompset t  (Attachment 1),  Johnson

Utilities' balance sheet shows Member's Capital (i. e., members' equity) of $28,608,439 at

the end of the 2007 test year. Thus, in the first 10 years of operations following issuance

of its CC&N, the Company invested equity approaching $29,000,000 Mr. Bourassa

states in his affidavit  that  "[b]ased upon my many years of experience worldng with

water and wastewater companies in Arizona, this is a remarkable achievement."" The

evident iary record shows that  Johnson Utilit ies has significant  equity,  and the only

reason the par t ies are discussing a negat ive rat e base is because Staff  has made

unreasonable, inequitable and arbitrary reductions to the Company's plant-in-service.

Mr. Bourassa states in his affidavit  that  a negat ive rate base is a t remendous

detriment to a public utility and its ratepayers, and should be avoided if at all possible.

The ALJ
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8 Roe at  50 lines 13-14.
10ROO at 50, lines 14-15.
11 Affidavit of Thomas J. Bourassa.

Affidavit of Thomas J. Bourassa.
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In this case, the three Staff adjustments identified above (if adopted) will virtually ensure

that Johnson Utilities will have a negative rate base for many years to come, thereby

binding the Commission to operating margins in future rate cases. Mr. Bourassa stated

that there are several reasons for this.

First, a negative rate base will make it difficult or likely impossible for Johnson

Utilities to attract additional equity in the future either from current

members/shareholders or from future outside investors. If the three Staff adjustments are

adopted, the members/shareholders will lose 100% of the $28,608,166 in equity which

existed at the end of the test year, together with the opportunity to earn a return on that

investment. Further, the current members/shareholders or any future outside investors

would be required to invest an additional $9,035,621 just to eliminate the negative

equity, with no opportunity to ever earn a return on this additional investment. Mr.

Bourassa states in his affidavit that under these circumstances, it is difficult to imagine a

scenario in which anyone would be willing to invest additional capital in Johnson

Utilities. Such a lack of access to additional equity would relegate the Company to

reliance upon advances-in-aid-of-construction and/or contribUtions-in-aid-of-

construction to fund future growth, which would do little to increase equity in Johnson

Utilities.

Second, a negative rate base will make it difficult or impossible for Johnson

Utilities to borrow money because lenders are generally unwilling to loan money to a

utility with negative equity. Mr. Bourassa states in his affidavit that even if the

Company could find a willing lender, it is virtually certain that such a lender would

require a higher interest rate to cover the substantial risk associated with lending to a

company with negative equity. Again, the lack of ready access to debt capital would

relegate the Company to reliance upon advances-in-aid-o f-construction and/or

contributions-in-aid-of-construction to fund fume growth, which would do little to

8



increase equity in Johnson Utilities.

Third,  the elimination of $37,643,787 in  ra te  base substantia lly reduces

depreciation expense, diereby decreasing operating cash flow. The reduction of

operating case flow will make it much more difficult for Johnson Utilities to fund plant

replacement in the future.

Mr. Bourassa concludes in his affidavit that adopting the Staff adjustments for

(i) alleged inadequately supported (ii) overstated affiliate and

(iii) unexpended HUFs will almost certainly guarantee that Johnson Utilities will have a

negative rate base far into the future, thereby locldng the Company into operating

margins. For the reasons discussed above, Mr. Bourassa states that it is not good policy

for this Commission to adopt a ROO which establishes a negative rate base and

operating margin for a water and wastewater company the size of Johnson Utilities.

Moreover, as discussed herein, the evidentiary record in this case does not support a

negative rate base, but in fact, supports a positive rate base. Each of the two alternative

rate base calculations that are attached to the Affidavit of Thomas J.  Bourassa

(Attachment 2) and summarized in Exhibit A to the affidavit result in a positive rate base

for both water and wastewater divisions.

plant, profit,

Iv . ALTERNATIVES WHICH PRODUCE A POSITIVE RATE BASE.
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If the Commission determines that the public interest will best be sewed by a

ruling producing positive water and wastewater rate bases for Johnson Utilities, then

there are supportable alternatives to the ROO which will produce a positive rate base, as

discussed in subsections A and B below.

In this case, Johnson Utilities and the Residential Utility Consumer Office

("RUCO") each presented testimony on cost of capital and rate of return, but Staff did

not present such testimony because Staff recommended an operating margin. Mr.

Bourassa presented testimony and evidence on behalf of Johnson Utilities that a
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1

i

weighted cost of capital ("WACC") of 11.89% is just and reasonable under the facts and

circumstances of this case. The RUCO witness argued for a WACC of 8.18%. Thus, in

presenting the alternatives below, Johnson Utilities has shown each alternative using

WACCs of 8.18% and 1l.89%. In addition, the Company shows each alternative using a

WACC of 10%, which is effectively the midpoint between the Company's recommended

WACC and RUCO's recommendedWACC.

A.

Johnson Utilities' Alternative 1 is based upon the Roo," assumes the adoption of

Mayes Proposed Amendment #2 regarding an adjuster mechanism to pass through the

costs of the Central Arizona Groundwater Replenishment District, and makes the

following modifications :

Alternative 1.

• Adds back into rate base Staffs 10% blanket disallowances for
inadequately supported plant in the amount of $7,433,707 for the
water division and $10,892,391 for the wastewater division.

Deducts from rate base the amount of $2,860,844, which represents
a reduction of 10% of the $28,608,166 in Members Capital (i.e.,
members equity) in Johnson Utilities for alleged inadequately
supported plant.

Adds back into rate base Staffs 7.5% overstated disallowance for
affiliate profit in the amount of $5,017,752 for the water division and
$7,352,364 for the wastewater division.

Deducts from rate base the amount of $1,270,011, which represents
a reduction of 1.75% on the $72,572,024 in affiliate-constmcted
plant.

Removes from rate base unexpended hook-up fees in the amount of
$6,931,078 for the water division and $16,505 for die wastewater
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12 For purposes of this alterative, Johnson Utilities is accepting Staffs reductions of
plant-in-service for excess capacity, plant not used and useful, and fpost test-year plant.
However, the Company does not waive its arguments that these Staf adjustments are not
appropriate for the reasons set forth in the Company's Exceptions.
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ALTERNATIVE 1-REVENUE REQUIREMENT AND RATE DECREASE/INCREASE

UNDER DIFFERENT RATES oF RETURN

8.18% RATE oF RETURN 10.00% RATE oF RETURN 11.89% RATE oF RETURN

WATER SEWER COMB. WATER SEWER COMB. WATER SEWER COMB.

$9,951 ,439 $11,504,652 $21,456,091 $10,020,717 $11,812,913 $21,833,630 $10,092,660 $12,133,031 $22,225,691

-24.46% 1.33% -12.52% -23.93% 4.04% -10.98% -23.38% 6.86% -9.38%

division.

Adds $2,201,386 to wastewater test-year plant-in-sewice which was
inadvertently misclassified as post test-year plant in the Company's
initial filing.

Makes adjustments to depreciation expense and property taxes to
account for the changes in plant-in-sewice described above.

The adjustments outlined above produce a positive water division rate base of

$3,725,208 and a positive wastewater division rate base of $16,572,869, for total plant in

service of $20,298,077, as shown on Exhibit A to the Affidavit of Thomas J. Bourassa

(Attachment 2). Applying rates of return of 8.18%, 10.00% and 11.89% produces the

following revenue requirements and rate decreases/increases :
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Alternative 1 addresses the problem of a negative rate base, producing positive

rate bases for both the water and sewer divisions. The Company believes dirt its cost of

capital testimony supports a rate of return of l1.89%. Adopting Alternative 1 with an

11.89% rate of return will still produce a significant reduction in water rates (24.46%)

and only a small increase in wastewater rates (l .33%), for a combined rate reduction of

12.52% on a combined water/wastewater bill.
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ALTERNATIVE 2--REVENUE REQUIREMENT AND RATE DECREASE/INCREASE

UNDER DIFFERENT RATES OF RETURN

8.18% RATE oF RETURN 10.00% RATE oF RETURN 11.89% RATE oF RETURN

WATER SEWER COMB. WATER SEWER COMB. WATER SEWER COMB.

$9,8l1,477 $11,163,245 $20,974,722 $9,858,872 $11,427,494 $2 l ,286,494 $9,908,089 $11,701,905 $21,609,994

-25.52% -l .68% -14.48% -25.16% 065% -13.21% -24.78% 3.06% -l1.89%

B. Alternative 2.

Johnson Utilities' Alterative 2 is the virtually identical to Alternative 1, but with

the following modification:

• Deducts from rate base the amount of $5,442,902, which represents
a reduction of 7.50% on the $72,572,024 in affiliate-constmcted
plant.

The adjustments under Alterative 2 produce a positive water division rate base

of $2,548,471 and a positive wastewater division rate base of $l4,206,626, for total plant

in service of $16,755,098, as shown onExhibit A to the Affidavit of Thomas J. Bourassa

(Attachment 2). Applying rates of return of 8.18%, 10.00% and 11.89% produces the

following revenue requirements and rate increases/decreases :
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Alternative 2 also addresses the problem of a negative rate base, producing

positive rate bases for both the water and sewer divisions. Again, the Company believes

that its cost of capital testimony supports a rate of return of ll.89%. Adopting

Alternative 2 with an 11.89% rate of return will still produce a significant reduction in

water rates (24.78%) and only a relatively small increase in wastewater rates (3.06%),

for a combined ratereductionof l l.89%.
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As set forth in its Exceptions, the Company discovered that $2,201,386 of plant

originally classified at post test-year plant and booked to plant in 2008 was actually

placed into service in 2007. (Exhibit A-2, Volume III at 14, see also Johnson's Final

Schedules, Wastewater Division, Schedule B-2 at 3.4). While the Company believes

that the adjustment to test-year plant in service is appropriate under the facts of this case,

the ROO does not adopt this adjustment to plant.

Despite the fact that Johnson Utilities had identified this test-year plant in its

rebuttal testimony, the Staff engineer did not further evaluate whether the plant was, in

fact, placed in service in 2007 and instead "left it up to the accounting section to figure

that out." (Tr. Vol. X at 1497 [Scott]). The Staffs accounting witness, in turn, testified

that it was the engineer who could not determine when the plant went into service. (Tr.

Vol. X at 1593 [Michlik]). However, the Staff engineer testified that there was QQ

question in his mind that the plant was placed in service in 2007. (Tr. Vol. X at 1498

[Scott]). At the hearing, the Staff engineering witness admitted that he had not looked at

or analyzed the $2,20l,386 of plant that the Company had re-identified as test-year plant.

Rather, he testified (which turned out to be inaccurate) that that analysis was done by the

Commission's accounting section:

Q. (BY MR. CROCKETT) You understood that that was the
company's position, that this plant was not, in fact, post-test-year
plant, but was actually plant-in-service in the test year?
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A. (BY MR. SCOTT) Pm getting a little confused here because what
the company filed, a $3.3 million post-test-year plant item, and
there was some discussion between Staff and the company that it
was actually -- was not post-test-year plant that it was built during
the test year. So I didn't follow that discussion with the company or
Staff accounting section. So I'm not clear on these -- all of these
lift stations, so I would have to defer that question to our Staff
accountant.
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Q.

A.

To Mr. Michlik?

Yes.

Q. Wouldn't Mr. Michlik come to you and say, Mr. Scott, the
company asserts that this plant on lines 6 through 19 was actually
in place during the test year? Wouldn't he come to you to
corroborate that?

He could, but I don't remember him doing that. All we talked
about was my concern was the other three main post-test-year plant
items on this sheet.

We will get to that in a minute. But in terms of the plant that the
company alleges was in place in 2007, I'm trying to understand,
when you saw this exhibit -- and you testified that you did see this
exhibit -- did you understand that the company was asserting that
that plant was, in fact, in place during the test year?

A. Yes.

Q. And understanding that, then what steps did you take after that to
either confirm or disapprove that this plant was, in fact, in place
during the test year?

A.

Q-

A.

I did not further evaluate this listing on these lift stations.

Is there a reason you didn't further evaluate it?

My understanding was there was discussion between the company
and Staff onpost-test-year plants, should it be post-test-year plant
or was it built at the end of the test year. I just left it up to our
accounting section to figure that out and let me just resolve or work
on these other three main post-test-year plant items."

However, the Staff accounting witness testified that the basis of the disallowance

of the post test-year plant was the Staff engineer's conclusion that he was not able to

determine when the plant was, in fact, placed in service:
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13 Healing Transcript Vol. X at 1495-1497 [Michlik].
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Q.
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Q. (BY MR. CROCKETT) I'm going to shift gears here for a minute.
Mr. Michlik, do you have in front of you a copy of Exhibit A-53 or
can you put your hands on that?

A. (BY MR. MICHLIK) I have it.

Q- You have that. Okay. Were you here earlier today when I
discussed this exhibit with Mr. Scott?

A. Yes.

Q.

A.

And have you seen this exhibit before?

Yes.

Q. Did you look at this exhibit in the process of reviewing the
company's rate case tiling?

Yes.

Q. Now, do you understand the company's position that line items 6
through 19 were plant that was actually constructed and placed in
service in the year 2007?

A. I believe the company originally had all this amount as post-test-
year plant, and pren they looked back and there was some type of
error in their accounting records. And so the time between their
direct and surrebuttal -- or rebuttal and rejoinder testimony you
changed or moved some of the post-test-year plant into current test
year, is my understanding.

Q. And I drink that is correct. Did you hear Mr. Scott testify that he
did not try to ascertain whether -- or did you hear him testify that
he did not address divs adjustment to rate base?

I think he testified that he was unable to tell when this plant went
into service.
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Q. Well, dirt wasn't my recollection of his testimony. I recall that he
said that he had spoken to you about this, is that correct? Do you
recall him saying that you were dealing with die company on this
adjustment?

A.

A.
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A. That I was?

Yes. Do you recall that?Q.

A. No.

Q.

A.

Is that a tale statement?

We talked about this, and I think he said he didn't know when the
plant was placed in service and he hadn't -- he had been out to look,
but he didn't know whether it was in service or not.

Q. Okay. Well, he did not -- he testified, I believe, and the record will
speak for itself,  that  he did not  address this adjustment  that  the
company had proposed and that you had addressed it . Is that not
accurate?

A.

Q-

A.

Yeah, I think we addressed this one.

We being -- who are you referring to?

Staff. Staff.

Q.

A.

Does that include Mr. Scott?

It may have. I believe at one point it did.

Q.

A.

Okay. What did you do to address this adjustment?

Well,  we asked the company for support ing documentat ion for
post-test-year plant, and they provided us with invoices from an
affiliate. And then we wanted to actually look at  the affiliates'
general ledger and support ing documentat ions and the company
confused [sic] to. .

Q- That  wasn't  my quest ion. My quest ion was with respect  to  the
plant that was moved into the test  year, not post-test-year plant.
How did you deal with the company's statement in this exhibit that
the plant identified in lines 6 through 19 was actually plant that was
completed and booked -- or was completed and placed into service
in 2007?
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A. We -- it was just the company's presentation. We didn't do an
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adjustment for it or anything. Is that your question?

Q.

A.

Yeah. Did you analyze this exhibit?

Did I  analyze it ,  yeah.  We analyzed it ,  and the company first
wanted it as post-test-year plant and now it's -- two-thirds of it is in
test-year plant. Our engineer was unable to determine when it was
placed in service.

Q.

A.

And was that ...

Q.

A.

That was his testimony.

That was his testimony today?

I think so.
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12 A. Yes.l4

13 In addition, even though due Staff engineer testified that there was no question in

14 his mind that  the plant  was placed in service in the test  year, Staff st ill disallowed the

That he was unable to determine that?

(BY MR. CROCKETT) Now, Mr. Scott , the line 19, do you see
what Mr. -- do you see what Mr. Bourassa's note or comment says
on that item, the Hunt Highway force main?

A. (BY MR. SCOTT) Yes.

Q. And does it  say that that force main connects the Section 11 and
Anthem Wastewater Treatment Plant?

Yes.

And it says there year in service was 2007. Do you see that?Q.

A. Yes.

15 plant as post test-year plant:

16 Q.
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14 Hearing Transcript Vol. X at 1592-1595 [Mi¢h1ik].

A.
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Q. Do you have any reason -- let me back up. Did you actually
confirm that there is a force main that connects to the Section 11
and Anthem plant?

Yes.

Q-

A.

Do you know what year that force main was placed in service?

During the test year.

During the test year?Q.

A. Yes.

Q.

A.

Is there any question in your mind about that?

No.

Q-

A.

Then this would not be an item of post-test-year plant, would it?

Well, there is also that accounting side as how to show it on the
books and records. I'm not going to get into that or how it was
reported. I will leave it at that.

Q. That is an accounting issue for Mr. Michlik. But as far as your
engineering analysis goes you confirmed drat that force main
connecting Section 11 and Anthem Treatment Plant was in place
and in service in 2007?

A. Yes.l5

Johnson Utilities submits that the evidentiary record in this case fully supports the

reclassification of the $2,201,386 of wastewater plant as test year plant.

v . JOHNSON UTILITIES PROVIDED ALL INFORMATION REQUESTED
OF STAFF TO ANALYZE THE RATE APPLICATION.

Contrary to the assertions of Staff, Johnson Utilities provided substantial evidence

at hearing to support the removal of only $885,064 from its water division p1ant-in-

service account, which as shown below, represented the amount for which the Company
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15 Hearing Transcript Vol. X at 1498-1499 [Scott].
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was unable to provide supporting documentation. (Exhibit A-2, Volume II at 7). In

addition, Johnson Utilities provided substantial evidence at hearing to support the

removal of only $1,047,941 from its wastewater division plant-in-service account, which

as shown below, represented the amount for which the Company was unable to provide

adequate supporting documentation. (Exhibit A-2, Volume III at 7). As discussed

below, the remainder of the Company's water and wastewater plant-in-service costs were

supported by contracts, invoices, cancelled checks, and/or line extension agreements,

together with accounting records, bank statements, plant schedules, reconciliations, and

other documentation.

The RO() erroneously adopts Staffs recommendation to impose an arbitrary

across-the-board disallowance of 10% to plant-in service, resulting in staggering

decreases to water division plant-in-service of $7,433,707 and to wastewater division

plant-in-service of $l0,892,39l. (ROO at 5, lines 2-4, and page 9, lines 18-19). While

Ms 10% disallowance was characterized by the Staff witness as minimal, it is simply

beyond reason that any disallowance exceeding $18,000,000 could be characterized as

"minimal." For die reasons discussed below, Johnson Utilities urges the Commission to

reject this disallowance to plant-in-service and adopt die Company's proposed p1ant-in-

sewice numbers.

At Me hearing, Johnson Utilities provided evidence that in response to Staff Data

Requests JMM 1-44 and JMM 9-1, the Company provided copies of contracts, invoices,

cancelled checks, and/or line extension agreements to support its water and wastewater

plant costs. (Exhibit A-2, Volume II at 7). In addition, in responses to Staff Data

Requests JMM 1-43, JMM 1-44, JMM 4-1, JMM 4-2, JMM 4-3, JMM 7-1, JMM 7-2,

JMM 9-1, JMM 9-2 and JMM 12-1, Johnson Utilities provided its accounting records,

bank statements, plant schedules, reconciliations and other infonnation supporting plant

costs. (Exhibit A-2, Volume II at 7-8).
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Set forth below is a summary of the plant costs and the supporting documentation

provided by Johnson Utilities to Staff for the water division:

Tvpe of Documentation Cost Booked

$23,126,031
$15,402,986
$ 5,703,569
$29,222,823

LXA only
LXA plus back-up
Invoices
Contracts, cancelled checks, bank statements
Plant costs booked in an earlier year but subsequently
removed and not in test year rate base
Total
Total requested by Staff
Missing documentation '

s 81,087
$73,536,516
$74,421,579
s 885,064

(Exhibit A-4, Volume II at 13-14).

Set forth below is a summary of the plant costs and the supporting documentation

provided by Johnson Utilities to Staff for the wastewater division:

Tvpe of Documentation Cost Booked

LXA Only
LXA plus back-up
Invoices
Contracts, cancelled checks, bank statements
Total
Total requested by Staff
Missing documentation

$ 31,275,040
EB 20,453,490
$ 8,197,464
SB 59,806,578
$126,810,065
$126,810,065
$ 1,047,941
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(Exhibit A-4, Volume III at 12).

Despite the acknowledgment of Staffs witness that Johnson Utilities "submitted

voluminous documents" to support its plant costs, the ROO nevertheless adopts Staff's

arbitrary 10% disallowance and decreases water division plant-in-service by $7,433,707

and wastewater division plant-in-service by $10,892,391 (ROO at 6, line 13, and page 9,

lines 18-19). The Staff witness decided upon these enonnous disallowances not by

identifying and removing specific plant costs which were found to be unsupported or

20



inadequately supported, but rather by assessing a blanket 10% disallowance for plant-

in-service. (Exhibit S-38 at 14; Exhibit S-44 at 15; and Tr. Vol. XI at 1661 [Michlik]).

Even do ugh o n c ro ss- examina t io n r egard ing  whet her  co p ies  o f line  ext ens io n

agreements, construct ion agreements, invoices, receipts, and other support ing

documentation is the type of documentation that a utility would submit to substantiate

plant costs, Staff witness Michlik responded: "Yes." (Tr. Vol. IX at 1643 [Michlik]). In

some cases, the Company provided est imates of plant  costs, which the Staff witness

admitted on cross-examination may be used for plant cost accounting if actual costs are

not known under NARUCaccounting. (Tr. Vol. XI at 1648 [Mi¢h1ik])_16

The ROO's adoption of Staffs disallowance is arbitrary as the record contains no

supportable basis for a 10% reduction to plant-in-service other than a statement by Staff

that sometimes Staff recommends disallowances in the range of 10% to l00%. (Exhibit

S-38 at 14, see also Exhibit A-2, Volume II at 9). The ROO incredibly states dirt there

is no  basis in the record to  support  the Company's allegat ion that  the 10 percent

disallowance proposed by Staff is arbit rary (ROO at  8 lines 12-13).  Yet ,  the RO()'s

arbitrary deduction is nearly impossible to reconcile given Staffs oral testimony that line

extension agreements, construction agreements, invoices, receipts and other supporting

documentation are the types of documentation that a utility would traditionally submit to

substantiate plant costs. (Tr. Vol. XI at 1643 [Michlik]). These types of documentation

are exactly the types of documentation that Johnson Utilities provided to Staff in this

case. The Staff witness admit ted on cross-examinat ion that  he did not  ident ify any

specific item of plant  that  was inadequately documented or unsupported by Johnson

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

16 According to the Uniform System of Accounts for Class A Water Utilities, Subsection D:
"Utility plant account shall be charged with construction costs estimated, if not known, of the
utility plant contributed by others or constructed by the utility using contributed cash or its
equivalent." (Exhibit A-55).
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Utilities. (Tr. Vol. XI at 1660-1661 [Michlik]). In addition, because Staff' s

disallowance did not apply to any specific item of plant, the Company never received

sufficient information to challenge the disallowance or raise a reasonable defense

regarding the plant costs that were disallowed. (Exhibit A-2, Volume II at 9).

While the Staff witness testified that "only a minimal 10 percent disallowance is

warranted in this case," that was small consolation to Johnson Utilities which suffered a

nearly $20,000,000 reduction to its rate base for this so-called "minimal" disallowance:

Q. (BY MR. CROCKETT) And starting at the bottom of page 13
there is a question that says, "Is Staff recommending disallowance
of all substantiated plant?" Your answer starting at line 25 is, "No.
Rather than disallowing the entire plant cost, Staff decreased plant
cost by 10 percent." And then continuing on the page 14, the
question you are asldng is: "How did Staff arrive at 10 percent
disallowance'?" And your answer is, "Staffs typical range of
unsubstantiated plant ranges from 10 to 100 percent. Staff
detennined that only a minimal 10 percent disallowance is
warranted in this case." Is that your testimony?

A.

Q-

(BY MR. MICHLIK) Yes.

And in your opinion is a disallowance of $19,855,342 in plant a
minimal disallowance?

A. Well, correct for the double counting, but, yes, because we
recommended 80 or 90 percent or even 100 percent except for the
very few plant invoices that were provided to Staff on the
wastewater side.
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(Transcript Vol. XI at 1633-1634 [Michlik]).

In this case, Johnson Utilities continually sought to provide plant documentation

that would satisfy Staff, but Staffs requirements kept changing and it became very clear

to the Company that the Staff witness was not going to be satisfied. The following

sequence of excerpts from the cross-examination of the Staff witness at the hearing will

illustrate the point.
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In pre-filed testimony, the Staff accounting witnessed testified as follows:

Q.

A.

What constitutes "complete and authentic" information?

For independent third party transactions, complete and authentic
information is source documentation that includes but is not limited
to vendor invoices for materials, supplies, and labor, contracts,
canceled checks, time sheets, and reliable accounting records. This
information would allow Staff to identify what was purchased and
whether the item is allowable. Further, this documentation would
allow Staff to identify the amount of the purchase and to determine
whether the amount was reasonable.

In the case of transactions with affiliates, Staff would request
source document in  addition to  fair  competitive bids. The
competitive bids should be such that the public perceives the
bidding process as fair and therefore is willing to go through the
cost of putting in a bid.  Further,  for Class A companies,  the
Commission affiliate interest rules require that the affiliate provide
all source documentation.

¢

(Exhibit S-38 at 11 [Michlik]). Although the Staff witness identified a variety of

documentation that would constitute "complete and authentic information," later in his

testimony he inexplicably narrows the scope of documents dirt would suffice for such

documentation:

Q. What costs should be included in plant and subsequently in rate
base values?

Only the actual cost of materials, labor and overhead of the affiliate
(exclusive of any profit) should be recognized in rate base. Johnson
Water should be required to provide invoices as evidence to
support the actual costs of the affiliate.

(Exhibit S-38 at 15 [Michlik]). Throughout his surrebuttal testimony, the Staff witness
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continued to maintain that die only appropriate source documentation to support plant

costs are invoices:

Q. Are there any adjustments to plant in service that Staff did not
make in direct testimony, but would like to make now for the water

-23- >
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division?

Yes, for the plant that Staff detennined to be: 1) not used and
useful, or 2) having excess capacity. Staff had not made a
corresponding adjustment to Advances-in-Aid of Construction
("AIAC") or Contributions-in-Aid of Construction ("CIAC") for
these plant adjustments. These amounts are temporary adjustments
to the Company's rate base, as the Company will receive a return
on the plant investments in the next rate case if it can provide
Staff with adequate supporting source documentation (i.e.,
invoices) to substantiate diesel plant amounts, as well as providing
evidence that the plant is then used and useful or no longer excess
capacity.

(Exhibit S-39 at 3) (emphasis added).

One of the justifications in the R00 for the 10% disallowance of plant costs was

dirt Johnson Utilities Company failed to timely provide the requested documentation to

Staff. (ROO at 9, lines 17-22, and page 10, lines l-2). To the contrary, the record

supports die fact that throughout the case, Johnson Utilities went to great lengths to

provide the documentation requested by Staff, and that documentation was often

voluminous. As set forth in Exhibit A-69, responses to Staff data requests JMM 1-43

and JMM 1-44 were provided to Staff on September 22, 2008. Staff had requested

documentation for plant additions for both the water division (JMM 1-43) and the

wastewater division (JMM l-44). In response, the Johnson Utilities provided four

volumes of documents by year as requested. In addition, the Company provided the

following response to each data request:

Response to JMM 1-43:

A.

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

Attached, by year, are copies of line extension agreements, construction
agreements, invoices, receipts and other supporting documentation for the
water plant additions listed in divs data request. Johnson Utilities has not
attached complete copies of the line extension agreements and construction
agreements due to the volume of paper that would create. Rather, the
company has attached the first page of the agreement and the attachments
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which describe the water plant constructed and the costs. If the Utilities
Division Staff requires a complete copy of any agreement, Johnson
Utilities will provide a copy upon request. Also, please note that the plant
costs for fire hydrants are, in some cases, included in line extension and/or
construction agreements. Where the company has separate invoices or
other documentation for fire hydrants, it is tabbed separately from the odder
water plant. Johnson Utilities has a small number of additional invoices to
provide in response to this data request. These invoices will be provided
shortly.

Response to JMM 1-44:

Attached, by year, are copies of line extension agreements, invoices,
receipts and other supporting documentation for the sewer plant additions
listed in this data request. Johnson Utilities has not attached complete
copies of the line extension agreements due to the volume of paper that
would create. Rather, the company has attached the first page of the
agreement and the attachments which describe the sewer plant constructed
and the costs. If the Utilities Division Staff requires a complete copy of
any agreement, Johnson Utilities will provide a copy upon request.
Johnson Utilities has a small number of additional invoices to provide in
response to this data request. These invoices will be provided shortly.

(Exhibit A-69) .

The Staff witness admitted under cross-examination that not only did Staff thank

Johnson Utilities for its supplemental responses, at no time didStaff raise any objection

as to the form of the submitted documentation in a supplemental data request:

Q. (BY MR. CROCKETT) Mr. Michlik, I just asked you if you would
read the data request JMM 7-1 .
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A. (BY MR. MICHLIK) Sure. This is a follow-up to JMM 1-43 and
JMM 1-44. "Thank you for the plant costs documentation provided.
However, the cost of the plant per documentation provided does not
equal the plant" - it should be plant additions -- "i.e., the cost shown
on the documentation sums to more and sometimes less than your
reported cost of the plant addition. For example, in documentation
provided for the sewer division's 1999 plant additions for account
No. 361 was approximately $949,000 less than the actual cost
reported $3,77l,477. Please reconcile the differences by providing
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additional information where needed and indicated on each advance
agreement the account numbers to which the costs were recorded."

Q.

A.

And would you read the response to your request?

"See the schedules attached to this data request which contain
accounting details for the years 1998 through 2007."

I notice that you thank the company for providing the plant cost
documentation. I don't see in there where you indicated that the
material was submitted to you in a form that wasn't acceptable.
How was that communicated to the company?

A. Again, I think we had two separate meetings with the company on
that issue.

Q. So you don't have a data request that specifically references that
issue?

A. No.

(Tr. Vol. XI at 1654-1655 [Michlik]).

Under cross-examination, Staffs witness again testified that the only proper

documentation to support plant costs was the underlying construction invoices :

Q. (BY MR. CROCKETT) Mr. Michlik, in the context of evaluating a
rate application and conducting an audit on a utility, what sort of
documents does Staff need to conduct a proper evaluation?

A. (BY MR. MICHLIK) First we look at the application. In this case
we sent out data requests. We wanted plant additions by year and
by line item. They should match to the company's general ledger,
and supporting documentation, we are looldng under those for
actual invoices.

(Tr. Vol.

continued:

X at 1529-1530 [Michlik]). The cross-examination of the Staff witness

Q. Why did Staff recommend a 10 percent disallowance of plant in this
case?
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A. Based on the lack of underlying supporting documentation. What I

Q.
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mean by that is actual invoices .

(Tr. Vol. X at 1534 [Michlik]).

On cross-examinat ion related to  affiliate-const ructed plant  costs, the Staf f

witness first  test ified that  Johnson Ut ilit ies did not  provide necessary support ing

documentation. However,  when pressed, the Staff witness acknowledged that  the

documentation may have been provided, but then testified dirt it was not verifiable:

(BY MR. CROCKETT) And do you have any sense for whether
these numbers that you see on this spreadsheet are in line with what
other utilities might allocate for overhead?

A. (BY MR. MICHLIK) No, we don't, because you never gave us the
underlying support ing documentat ion. So  fo r  t he  aut omo t ive
expense of $79.04, the data request clearly asks for your underlying
supporting documentation for that. Legal and accounting expense
of $2,292.08, you should have been able to provide us with some
documentation for that. Insurance -- I can go on and on. Basically
we asked for it , you didn't  give it  to us, all you did was give us a
spreadsheet. I don't low how you created this spreadsheet.

Q. Well,  I  guess I 'm just  asldng,  yo u ackno wledge,  t ho ugh,  t he
company did provide this spreadsheet to you?

A. Right, and we can't verify any of the numbers or evaluate any of the
numbers that are presented in this spreadsheet.

Q. Does that mean that you didn't do anything to try to evaluate these
numbers?

A. Well,  we asked the company. They didn't  supply us with die
underlying supporting documentation.
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(Tr.  Vol.  XI at  1626-1627 [Michlik]). This,  however,  was not  t rue. On cross-

examination, the Staff witness conceded that  the information, including support ing

invoices, was in fact provided, but then argued that the information was not provided

specifically by year or by account number:

Q.
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Q- (BY MR. CROCKETT) But if you had die underlying support for
this construction, you could have compared that to the stated
overhead and profit rate of 5 percent for the contract to determine
whether these numbers are accurate, is that correct?

A. (BY MR. MICHLIK) Right, and we would also need the contract
piece, too.

Q. And you are saying that you didn't receive that piece of it? Is that
your testimony?

A. The Company may have provided it in a big box full of ~- a shoebox
full of invoices at that point but didn't adequately identify it.

Q.

A.

Well .-

It actually should be on here. So, Johnson Ranch, you should have
an extra column here, here is the contract amount. And you should
have highlighted that to Staff so we could actually see where that
contract was I

Q. So now your testimony is, I think, that we -- the company may have
provided it but it was provided in a shoebox, is that correct?

I believe it was a -- not a shoebox, a Xerox box with just a cover
sheet, nothing to indicate where each of these projects lined up to
plant additions by year and by account number.

Q- Well,we will go through that with a couple of shoeboxes and see if
we can corroborate that.

(Tr. Vol. XI at 1629-1630 [Michlik]). Finally, when confronted with the fact that

Johnson Utilities did provide the requested information by account number and project,

the Staff witness then argued that while a spreadsheet and the underlying information

was provided, a lead sheet was not provided so Staff could not trace the spreadsheet to

the underlying documentation:
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Q. (BY MR. CROCKETT) Mr. Michlik, one more question before I
move on from A-63. If you would tum to the back of that exhibit
and if you would look at AuacMent 13-lb that starts on the page at

A.
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A.

Q.

the bottom that is identified as JU-8023. Do you see that?

(BY MR. MICHLIK) Yes.

And has the company provided in this spreadsheet overhead by
plant account number and project?

A. Yes, but they still haven't provided - they should have provided this
as a lead sheet  and not  actually underlying documentat ion so we
could trace it back to this.

(Tr. Vol. XI at 1630 [Michlik]).

However, one more time, when pressed on the sufficiency of the documentation,

the Staff witness had to again admit that  the appropriate documentation was in fact

provided:

(BY MR. CROCKETT) Would you tum with me to the attachment
7. l. Would you identify for me what this is?

A.

Q-

A.

Q-

(BY MR. MICHLIK) That is a spreadsheet.

And what does it do?

It separates Johnson projects by date and account number.

And you t est ified a moment  ago  that  the infonnat ion that  was
provided in 1-43 and 1-44 by t he company wasn't  complet ely
helpful to you because there was nothing to t ie that  data back to
account numbers, and you testified that the company didn't provide
anything to you to help you do that. Did this documentation here
not address that concern that you had raised?

A. Again, i t  i s  a  s p r e a d s h e e t ,  b u t  t h e  u n d e r ly in g
documentation was not there.

supporting

Q- I sn't  t hat  t he under lying suppor t ing document at ion t hat
provided to you in response to 1-43 and 1-44? 1

was
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A. Well, that is all the company had. I assume they gave it to us.

(Transcript Vol. XI at 1656 [Michlik]). The Staff witness further testified that one of

the reasons the Company's documentation was not accepted was that it did not correlate

Q.
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to the spreadsheets that were provided to explain the documentation. Yet, under cross-

examination, the Staff witness admitted that he could not currently identify any instance

when such documentation did not correlate to the spreadsheets. Further, he confirmed

that Staff never identified any such instances in its written testimony, and he admitted

that Staff simply opted to made a blanket disallowance:

Q. (BY MR. CROCKETT) Can you tell me what is wrong with the
documentation that we did supply in the four volumes that comprise
responses to 1-43 and 1-44 when read with the spreadsheet that was
provided as attachment to JMM 7-1?

A. (BY MR. MICHLIK) This again -- I mean, I have to go back
through and -- I didn't do the .analysis of the actual invoice and what
matched to the spreadsheet and what did not.

THE WITNESS: Would you read that back?

(Requested portion was read.)

THE WITNESS: Again, I think there was some difficulties with
what die company had previously supplied us as supporting
documentation that may have not correlated to the number on the
spreadsheet.

Q- (BY MR. CROCKETT) Now, you said may have not correlated.

Did or didn't it correlate?

In some cases I believe it did not.

Can you identify a case where it did not?

Not here and now.

A.

Q.

A.

Q. Can you -- have you identified in your testimony a case where it did
or did not?

A.

Q.

No.

Mr. Michlik, have you identified in your testimony anywhere any
item of plant that was specifically not documented by the company?

1
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26 No.A.
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Q. You just made a blanket disallowance?

A. Yes.

(Tr.  Vol.  XI at  1660-1661 [Michlik]) (emphasis added). Thus, the uncontroverted

evidence in this rate case is that Staff did not identify one single item of plant that was

properly documented by Johnson Utilit ies. Randier, Staff simply opt ed t o  make a

"minimal" $20,000,000 disallowance.

Finally,  when quest ioned about  the invoices that  were provided to  Staff by

Johnson Utilities, the Staff witness found those unacceptable as well:

Q. (BY MR. CROCKETT) Did you not testify -- well, you have been
cr it ica l o f t he  co mpany fo r  no t  pro viding invo ices in cer t a in
instances, is that correct?

A. (BY MR. MICHLIK) Correct.

Q. And here they have provided an invoice and yet this is deficient in
your mind, is that correct?

A. We are skeptical at this point, yes.

(Tr. Vol. X at 1596-1597 [Michlik]).

invoices were provided by Johnson Utilities :

However, the Staff witness did not  deny that

Q- (BY MR. CROCKETT) Okay. If you tum to  the next  page,  JU-
2154, what is that document?

A. (BY MR. MICHLIK) An invoice.

Q-
A.

And that is from Clear Creek Associates?
Yes.

Q.

A.

Is this sufficient documentation to support plant costs in your mind?

I don't know. I would have to total the amounts up.
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26

But the question is: You indicated that invoices are adequate
documentation to support plant costs, have you not?

Q.
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A.

Q.

A. Yes.

(Tr. Vol. XI. at 1649-1650 [Michlik]).

What this extended sequence of excerpts from the hearing shows is that the Staff

witness was not going to be satisfied with any level of documentation supplied by

Johnson Utilities. Moreover, it shows that the Company was facing an ever-moving

target regarding the documentation required to satisfy the Staff witness. The evidence in

this case demonstrates that Johnson Utilities submitted ample plant documentation to

support its rate application. There is simply no basis for imposing what amounts to a

$18,326,088 penalty against the Company based upon Staffs arbitrary 10% blanket

disallowance of plant-in~sewice.

Yes.

And you agree with me that diesel are invoices?
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VI. STAFF'S 7.5% DISALLOWANCE FOR AFFILIATE-CONSTRUCTED
PLANT IS LARGELY OVERSTATED BECAUSE IT APPLIES TO ALL
PLANT OF JOHNSON UTILITIES AND NOT JUST AFFILIATE-
CONSTRUCTED PLANT.

In its response to Staff Data Request JMM 9.2, Johnson Utilities provided Staff

with a complete listing of all water plant that was constructed by affiliates of the

Company. (Exhibit A-2, Volume ll at 5). Based upon this information, affiliate-

constructed water plant totaled $26,847,516, which is fully consistent with the plant

documentation (i.e., contracts, invoices, cancelled checks, line extension agreements,

etc.) provided by the Company in response to Staff Data Request JMM 1.43. (Id.). in

addition, the Company provided evidence and testimony that affiliate-constructed

wastewater plant totaled only $45,724,508. (Exhibit A-2, Volume III at 5).

Although the ROO cited inadequate documentation to justify removing affiliate

profit of 7.5% on all plant-in-service, Johnson Utilities provided uncontroverted

evidence that die 7.5% disallowance is grossly overstated. For example, the affiliate
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contracts and the responses provided to Staff by the Company in its data responses

(Staff data requests JMM 1-43 and JlVIM 4-2) clearly show that the affiliate contracts

included a mark-up of 5-10% for affiliate profit and overhead-not just affiliate profit.

(Exhibit A-2, Volume II at 5-6). Further, as explained by the Company in its response

to Staff Data Request JMM 9-2, the Colnpany's affiliates added 10% to the base

contract cost to cover overhead and profit, and the affiliate profit represented only 2%

of die basecontract cost. (Exhibit A-2, Volume II at 6).

The Company does not dispute the Commission's authority to exclude affiliate

profit from plant-in-service. To this end, the Company provided uncontroverted

evidence that for the water division, an adjustment of $469,832 was made to plant-in-

service to remove affiliate profit on affiliate-constructed water plant totaling

$26,847,516 (Exhibit A-2, Volume II at 4), and for the wastewater division, an

adjustment of $800,179 was made to plant-in-sewice to remove affiliate profit on

affiliate-constructed sewer plant totaling $45,724,508. (Exhibit A-2, Volume III at 5).

The Company has also provided uncontroverted evidence that the appropriate affiliate

profit percentage on affiliate contracts is 1.75% not 7.5%. (Exhibit A-2, Volume II at 4-

5).

Although the ROO disputes the Company's contention that there was a lack of

consistency between Staffs pre-filed testimony and its testimony at hearing regarding

what percentage of plant was constructed by affiliates, (ROO at p 25 line 21, 26 lines: l-

2), the evidence provided by the Company was uncontroverted. Staff's pre-filed

testimony stated:

Q- Based on all of the documentation that the Company provided,
what are Staffs conclusions?
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A. The Company used affiliates to construct approximately all plant
after 1998.
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(Exhibit S-41 at 10). Yet at the hearing, the Staff witness testified as follows :

Q. (BYMR. CROCKETT) So the company --  is it  your test imony,
Mr.  Michlik,  t hat  100 percent  o f Johnson Ut ilit ies ' plant  was
constructed by affiliates.

(BY MR. MICHLIK) No. But we can't put a valuation on what
was -- what the IACC amount was by developers.

(Tr. Vol. X at 1576 [Michlik] l

On the issue of allocation of overhead, Staff once again raised the same refrain

that Johnson Utilities failed to provide documentation as to how the Company allocates

overhead to its affiliate contracts. The ROO supports Staffs adjustment. (ROO at 31,

lines 24-26). Yet when pressed on cross-examination, the Staff witness again had to

admit that such documentation was in fact provided:

A.

(BY MR. CROCKETT) Okay. And I'm Sony. I keep going back
to A-63, but one more thing. Since this references it ,  13-ld, you
ask for the company to explain how they allocate their overhead.
And would you agree that the company provided a response under
13-ld regarding how it  applies-how it  allocates overhead? Mr.
Michlik, I'm asldng you if you acknowledge that die company has
provided the expense.

A. (BY MR. MICHLIK) Yes.

(Tr. Vol. XI at 1631 [1v11¢h1ik]).

VII. EFFLUENT RATE.
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Staff has recommended and the ROO has adopted a change to Johnson Utilities'

effluent  rate per 1,000 gallons from $0.62 to $0.5724. The Company opposes this

decrease in the effluent rate because any additional rate reduction savings should inure to

the benefit of residential ratepayers and not commercial customers.

Q.
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VIII. CONCLUSION.

For the reasons set forth herein, Johnson Utilities urges the Commission to adopt

the Company's proposed rate base, rate of return and revenue requirement for its water

and wastewater divisions as set forth in its final post-hearing schedules tiled October 30,

2009, and its Closing Brief filed November 20, 2009. Alternatively, Johnson Utilities

urges the Commission to adopt Alternative 1 presented herein with a rate of return of

ll .89%. This will produce a positive rate base for both the water and wastewater

divisions, and will result in rates and charges that are just and reasonable.

RESPECTFULLY SUBMITTED this 4th day of June, 2010.

SNELL & WILMER L.L.P.

B\) 93 - .  )
rddkett

Ro'bert J. Metli
One Arizona Center
Phoenix, AZ 85004-2202
Attorneys for Johnson Utilities, LLC

ORIGINAL and 13 copies filed this
4th day of June 2010, with:

Docket Control
ARIZONA CORPORATION COMMISSION
1200 West Washington Street
Phoenix, Arizona 85004
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Phoenix, Arizona 85007
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Ayes fa Vohra, Staff Attorney
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Steve Oleo, Director
Utilities Division
ARIZONA CORPORATION COMMISSION
1200 W. Washington Street
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AFFIDAVIT OF BRIAN p. TOMPSETT

STATE OF ARIZONA )
) ss.

)County of Maricopa

I, Brian P. Tompsett, upon my oath, do swear and attest as follows:

1. I am the Executive Vice President of Johnson Utilities, LLC, doing business as
Johnson Utilities Company ("Johnson Utilities" or the "Company"). My business address is
5230 East Shea Boulevard, Scottsdale, Arizona, 85254.

2. Johnson Utilities filed an application in Docket WS-02987A-08-0180 (the "Rate
Case Docket") to set new rates and charges for water and wastewater service. I have provided
testimony in support the Company's application in the Rate Case Docket, and I have participated
in all phases of this case from the filing of the application through the Open Meeting held May
26, 2010. I am authorized to testify in this Rate Case Docket on behalf of Johnson Utilities.

3. Thomas J. Bourassa is the expert accounting witness for Johnson Utilities in this
Rate Case Docket, and Mr. Bourassa is authorized to testify on behalf of the Company.
Specifically, Mr. Bourassa has prepared an affidavit dated June 4, 2010, which is being docketed
contemporaneously with this affidavit. I have reviewed Mr. Bourassa's affidavit, and have
authorized its submission on behalf of Johnson Utilities.

4. On May 7, 2010, the Administrative Law Judge ("ALJ") issued a Recommended
Opinion and Order ("ROO") in the Rate Case Docket, and the ROO was scheduled for
consideration by the Arizona Corporation Commission ("Commission") at its regular Open
Meeting on May 26, 2010. Among other things, the ROO adopted the Utilities Division Staff
("Staff") recommendations to: (i) impose a 10% reduction to plant-in-service for alleged
inadequately supported plant costs, for a disallowance of $7,433,707 for the water division and
$10,892,381 for the wastewater division, (ii) impose a 7.5% reduction to plant-in-service to
remove alleged capitalized affiliate profit, for a disallowance of $5,017,752 for the water
division and $7,352,364 for the wastewater division; and (iii) to include unexpended hook-up
fees ("HUFs") in rate base in the amount of $6,931,078 for the water division and $16,505 for
the wastewater division. Largely as a result of these three Staff reductions to plant-in-service
totaling $37,643,787, the ROO finds that the Company has a negative rate base for its water
division of $13,682,831 and a barely positive rate base for its wastewater division of $136,562.
Because the ROO finds that the Company's rate base for its water division is negative and for its
wastewater division is only $136,562, the ROO adopts Staffs recommendation of a 10%
operating margin for both divisions.

5. At the Open Meeting, Chairman Mayes requested that the parties supplement the
record under affidavit with the following information:

I would like the parties to compare results under various scenarios for using the
operating margin as a rate-setting tool. I'm interested in a 3, 5, and 7 percent



operating margin as compared to the suggested 8 and 10 percent we've discussed
already.

As an alternative, the company could come in also and say that it would like to
argue for a rate base and that, for instance it should be the same as RUCO's
weighed average cost of capital if it believes that would result in just and
reasonable rates and if it wants to continue to argue for a rate base'

6. In response to the Chainman's request, I directed Mr. Bourassa to prepare three
alternative calculations of rate base which produce a positive rate base for Johnson Utilities'
water and wastewater divisions. Copies of the three alternative rate base calculations, together
with supporting schedules, are attached as Exhibits 1, 2 and 3 to Mr. Bourassa's affidavit.

7. In recommending an operating margin for Johnson Utilities, the ALJ states that
"there is insufficient investment upon which to grant the Company a return."2 The ALJ
continues, "[a]uthorizing an operating margin for a utility the size of the Company is
problematic."3 I agree that authorizing an operating margin for Johnson Utilities based upon a
negative rate base is problematic. However, I strongly disagree that the members/shareholders
of Jolmson Utilities have made an insufficient investment resulting in a negative rate base in the
utility that would not earn a rate of return.

8. Each year under my direction, Johnson Utilities submits a copy of its balance
sheet and statement of income to the Commission as part of its annual report. A true and correct
copy of the Company's balance sheet for 2007 prepared by Ullman & Company, P.C., Certified
Public Accountants, and tiled with the Company's 2007 annual report is attached hereto as
Exhibit A. The Company's balance sheet shows Member's Capital (i. e., equity) of $28,608,439
on total assets of $210,299,166 at the end of the 2007 test year. Johnson Utilities obtained its
initial Certificate of Convenience and Necessity ("CC&N') in Decision No. 60223 on May 27,
1997. Thus, in the first 10 years of operations following issuance of a CC&N, the Company
achieved equity approaching $29,000,000

9. "On Jame 22, 2004, [Arizona Utility Supply & Service, LLC, ("AUSS")] filed an
application in Docket Nos. SW-04002A-04-0465 and WS-02987A-04-0465 seeking authority
to transfer all assets and the entirety of its CC&N to [Johnson Utilities]."4 "On August 4, 2004,
AUSS filed a Chapter 7 bankruptcy petition in U.S. Bankruptcy Court for the District of Arizona
("Bankruptcy Court") (Case No. 4:04-bk-3873-JMM)."5 "On August 18, 2004, the Commission
issued a Show Cause Order against AUSS in Docket SW-04002A-04-0600 regarding alleged
deficiencies at two of AUSS' wastewater treatment facilities (Decision No. 67201)."6 "A
detailed description of the violations involving the AUSS system is set forth in Decision No.
67586. Those violations include failure to operate and monitor a wastewater treatment plant and
improper discharge of effluent. As described in [Decision 67586], AUSS' treatment ponds were

1 Reporter's Transcript of Proceedings, Agenda item No. U-11 (Vol. I) (May 26, 2010) at 67, lines 4-14.
2 Roe at 50, lines 13-14.
3 ROO at 50, lines 14-15.
4 Decision 68995 at 2, lines 6-8.
5 Decision 68995 at 2, lines 14-15.
6 Decision 68995 at 2, lines 18-20.
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on the verge of overflowing when [Johnson Utilities] agreed to accept wastewater and effluent
from the AUSS system, thereby narrowly averting a serious health and safety incident."7

10. Pursuant to Decisions 67586 (February 15, 2005) in Docket Nos. SW-04002A-02-
0837 et al., the Commission authorized Johnson Utilities to acquire the CC&N and assets of
AUSS. On March 15, 2006, the trustee of the Bankruptcy Court signed a bill of sale transferring
the utility assets of AUSS to Johnson Utilities, and the Company filed a copy of the bill of sale
with the Commission on May 26, 2006. On October 20, 2006, the Commission issued Decision
68995 in Docket Nos. SW-04002A-02-0837 et al., cancelling the CC&N of AUSS and
transferring the CC&N previously held by AUSS to Johnson Utilities. Johnson Utilities recorded
the wastewater plant acquired from AUSS on its books at a value of $6,312,601, as set forth on
the attached Exhibit B. The plant described on Exhibit B was not constructed by Johnson
Utilities or an entity affiliated with Johnson Utilities.

THER AFFIANT SAYETH NOT.

3~t"/
v. 4'an P. Tompsett "

SUBSCRIBED A
Brian P. Tompsett

SWORN TO BEFORE ME this 4th day of June, 2010, by

w

>.`
K Notary PuB "In

I Hlvuua
unwnuus

wnvumeunaunum
wood

MY COMMISSION EXPIRES:

\x .18 - l'axb..

11592382.1

7 Decision 68995, footnote 1.
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EXHIBIT A
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Johnson utilities, L.L.C.
Balance Sheet

December 31, 2007

ASSETS

Utility Plant
Plant in Service
Less: Accumulated Depreciation '

Net Utility Plant in Service

$

$

203,440,854
(13,521,197)
189,919,657

Construction Work in Progress
Net Utility Plant $

6,784,568
196,704,225

Current Assets
Cash
Accounts Receivable
Inventory
Other Receivables

Total Current Assets

$

$

9,218,783
2,070,963

348,852
344,620

11,981,218

Other Assets
Deferred Legal Fees
Deferred Engineering Fees

Total Other Assets

1,397,311
216,412

1,613,723

Total Assets

$

$

$ 210,299,166

MEMBER'S CAPITAL & LIABlL!TlE$

Member's Capital $

s

s

28,608,439

74,997,272

772,000

Gontrihutlona in Aid of Construction

Long-Term Debt

Current Liabilities
Accounts Payable
Current Portion of Advances in Aid of Construction
Customer Deposits .
Accrued Taxes

Total Current Liabilities

$

$

5,175,250
940,000
285,275

1 ,685,258
8,085,783

Deferred Liabilities
Advances in Aid of Construction, Less Current Portion $ 97,835,672

$ 210,299,166Total Members Capital s. Lia bllitles

See Accountants' Compilation Report
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ATTACHMENT z

AFFIDAVIT OF
THOMAS J. BOURASSA,

CPA



In

AFFIDAVIT OF THOMAS J. BOURASSA. CPA

STATE OF ARIZONA )
)
)

ss.

County of Maricopa

I, Thomas J. Bourassa, CPA, upon my oath, do swear and attest as follows:

1. I am a self-employed certified public accountant providing consulting services
and general accounting services to public service corporations in Arizona. My business address
is 139 WestWood Drive, Phoenix, Arizona, 85029.

2. I have a B.S. in Chemistry/Accounting from Northern Arizona University (1980)
and an M.B.A. with an emphasis in Finance from the University of Phoenix (1991).  I was
employed by High-Tech Institute, Inc., and served as controller and chief financial officer, prior
to becoming a  pr ivate consultant .  Pr ior  to worldng for  High-Tech Institute,  I worked as a
division controller for the Apollo Group, Inc. Before joining the Apollo Group, I was employed
at Kozo ran & Ker rode, CPAs. In that position, I prepared compilations and other write-up
work for water and wastewater utilities, as well as tax returns. In my private practice, I have
prepared and/or assisted in the preparation and prosecution of numerous rate applications for
water and wastewater utilities before the Arizona Corporation Commission ("Commission").

3. I am the exper t  accounting witness for  Johnson Utilit ies,  LLC, db Johnson
Utilit ies Company ("Johnson Utilit ies" or  the "Company") in Docket WS-02987A»08-0180
("Rate Case Docket") and provided testimony in support Johnson Utilities' application in the
Rate Case Docket. I have participated in all phases of this Rate Case Docket from the filing of
the application through the Open Meeting held May 26, 2010. I am authorized to testify in this
Rate Case Docket on behalf of Johnson Utilities.

4. On May 7, 2010, the Administrative Law Judge ("ALJ") issued a Recommended
Opinion and Order  ("ROO") in the Ra te Case Docket ,  and the ROO was  scheduled for
consideration by the Commission at its regular Open Meeting on May 26, 2010. Among other
things, the ROO adopted the Utilities Division Staff ("Staff") recommendations to: (i) impose a
10% reduct ion to plant - in-service for  a lleged inadequa tely suppor ted plant  cos ts ,  for  a
disallowance of $7,433,707 for the water division and $10,892,381 for the wastewater division,
(ii) impose a 7.5% reduction to plant-in-service to remove alleged capitalized affiliate profit, for
a disallowance of $5,017,752 for the water division and $7,352,364 for the wastewater division,
and (iii) to include unexpended hook-up fees ("HUFs") in rate base in the amount of $6,931,078
for the water division and $16,505 for the wastewater division. Largely as a result of these three
Staff reductions to plant-in-service totaling $37,643,787, the ROO finds that the Company has a
negative rate base for its water division of $13,682,831 and a barely positive rate base for its
wastewater division of $136,562. Because the ROO finds that the Company's rate base for its
water division is negative and for its wastewater division is only $136,562, the ROO adopts
Staffs recommendation of a 10% operating margin for both divisions.



5. At the Open Meeting, Chairman Mayes requested that the parties supplement the
record under affidavit with the following information:

I would like the parties to compare results under various scenarios for using the
operating margin as a rate-setting tool. I'm interested in a 3, 5, and 7 percent
operating margin as compared to the suggested 8 and 10 percent we've discussed
already.

As an alternative, the company could come in also and say that it would like to
argue for a rate base and that, for instance it should be the same as RUCO's
weighed average cost of capital if it believes that would result in just and
reasonable rates and if it wants to continue to argue for a rate base.1

6. In response to the Chainman's request, and at the direction of Mr. Brian Tompsett,
Executive Vice President of Johnson Utilities, I prepared two alterative calculations of rate base
which produce a positive rate base for the Company's water and wastewater divisions. Under
each alternative, I calculate a revenue requirement based upon three different rates of return:
8.18%, 10.00% and l1.89%. Summaries of the two alternative rate base calculations are
attached to this affidavit as Exhibit A. Supporting schedules for Alternative 1 are attached hereto
asExhibit B and supporting schedules for Alternative 2 are attached hereto as Exhibit C.

7. In recommending an operating margin for Johnson Utilities, the ALJ states that
"there is insufficient investment upon which to grant the Company a return."2 The ALJ
continues, "[a]uthorizing an operating margin for a utility the size of the Company is
prolblematic."3 I agree that authorizing an operating margin for Johnson Utilities based upon a
negative rate base is problematic. However, I strongly disagree that the members/shareholders
of Johnson Utilities have made an insufficient investment in the utility to grant a rate of return.

8. Each year, Johnson Utilities submits a copy of its balance sheet and statement of
income to the Commission as part of its annual report. A copy of the Company's financial
statements for 2007 (the test year in the Rate Case Docket) prepared by Ullman & Company,
P.C., Certified Public Accountants, and filed with the Company's 2007 annual report is attached
to the Affidavit of Brian Tompsett dated June 4, 2010, as Exhibit A. The Company's balance
sheet shows Member's Capital (i.e., equity) of $28,608,439 on total assets of $210,299,166 at the
end of the 2007 test year. Johnson Utilities obtained its initial Certificate of Convenience and
Necessity ("CC&N') in Decision No. 60223 on May 27, 1997. Thus, in the first 10 years of
operations following issuance of a CC&N, the Company achieved equity approaching
$29,000,000. Based upon my many years of experience working with water and wastewater
companies in Arizona, this is a remarkable achievement.

9. However, in this case, Staff recommends-and the ROO adopts--reductions to
plant-in-service which wipe out 100% of the Company's equity plus an additional $9,035,62l, as
shown in the following table:

1 Reporter's Transcript of Proceedings, Agenda item No. U-11 (Vol. I) (May 26, 2010) at 67, lines 4-14.
2 ROO at 50, lines 13-14.
3 Roo at 50, lines 14-15.



STAFF REDUCTIONS TO PLANT-IN-SERVICE"

WATER
DIVISION

WASTEWATER
DIVISION

COMBINED WATER &
WASTEWATER

INADEQUATELY SUPPORTED
PLANT

(10% BLANKET REDUCTIQN)

$7,433,707 $10,892,381 $18,326,088

AFFILIATE PROFIT
(7.5% BLANKET REDUCTION)

$5,017,752 $7,352,364 $12,370,116

UNEXPENDED HOOK-UP FEES
(INCLUDED IN RATE BASE)

$6,931 ,078 $16,505 $6,947,583

GRAND TOTAL $19,382,537 $18,261,250 $37,643;787

EFFECT on EQUITY ($37,643,787)

JOHNSON UTILITIES' EQUITY
AT DECEMBER 31, 2007

$28,608,166

NEW EFFECTIVE EQUITY
BALANCE

($9,035,621)

1

T

10. The combination of these three Staff adjustments is largely responsible for the
negative $13,682,831 ra te base for  the Company's  water  division and the barely positive
$156,562 rate base for the Company s wastewater division.

11. It is my expert opinion that a negative rate base is a tremendous detriment to a
public utility and its ratepayers, and should be avoided if at all possible. In this case, the three
Staff adjustments identified above (if adopted) will virtually ensure that Johnson Utilities will
have a negative rate case for many years to come, thereby binding the Commission to operating
margins in future rate cases. There are several reasons for this:

(a) First, a negative rate base will make it difficult or likely impossible for
Johnson Utilities to attract additional equity in the future-either from current
members/shareholders or  from future outside investors.  If the three Staff adjustments are
adopted, the members/shareholders will lose 100% of the 828,608,166 in equity which existed at
the end of the test  year ,  together  with the opportunity to earn a  return on that  investment.
Further, the current members/shareholders or any future outside investors would be required to
invest an additional $9,035,621 just to eliminate the negative equity, with no opportunity to ever
earn a return on this additional investment. Under these circumstances, it is difficult to imagine a
scenario in which anyone would be willing to invest additional capital in Johnson Utilities. Such
a lack of access to additional equity would relegate the Company to reliance upon advances-in-

4 The three reductions to plant-in-service shown in this table are not all of Staffs reductions, but only the
reductions for alleged inadequately supported plant and alleged capitalized affiliated profit,  and the
inclusion of unexpended HUFs in rate base.



aid-of-construction and/or contributions-in-aid-o f-construction to fund future growth, which
would do little to increase equity in Johnson Utilities.

(b) Second, a negative rate base will make it difficult or impossible for
Johnson Utilities to borrow money because lenders are generally unwilling to loan money to a
utility with negative equity. Even if the Company could find a willing lender, it is virtually
certain that such a lender would require a higher interest rate to cover the substantial risk
associated with lending to a company with negative equity. Again, the lack of ready access to
debt capital would relegate the Company to reliance upon advances-in-aid-of-construction and/or
contributions-in-aid-of-construction to fund future growth, which would do little to increase
equity in Johnson Utilities.

(c) Third, the elimination of $37,643,787 in rate base substantially reduces
depreciation expense, thereby decreasing operating cash flow. The reduction of operating cash
flow will make it much more difficult for Johnson Utilities to fund plant replacement in the
future.

12. Adopting the Staff adjustments for (i) alleged inadequately supported plant,
(ii) overstated affiliate profit, and (iii) unexpended HUFs will almost certainly guarantee that
Johnson Utilities will have a negative rate base far into the future, thereby locking the Company
into operating margins. For the reasons discussed above, it is not good policy for this
Commission to adopt a ROO which establishes a negative rate base and operating margin for a
water and wastewater company the size of Johnson Utilities. Moreover, the evidentiary record in
this case does not support a negative rate base. The two alternative rate base calculations that are
attached to this affidavit and summarized inExhibit A each result in a positive rate base.

13. If the Commission determines that the public interest will best be served by a
finding that Johnson Utilities has positive water and wastewater division rate bases, then there
are supportable alternatives to the ROO which will produce a positive rate base, as discussed
below.

14. In the Rate Case Docket, Johnson Utilities and the Residential Utility Consumer
Office ("RUCO") each presented testimony on cost of capital and rate of return, but Staff did not
present such testimony. Mr. Bourassa presented testimony and evidence on behalf of Johnson
Utilities that a weighted cost of capital ("WACC") of 11.89% is just and reasonable under the
facts and circumstances of this case. The RUCO witness argued for a WACC of 8.18%. Thus,
in presenting the alternatives below, Johnson Utilities has shown each alternative using WACCs
of 8.18% and 1 l.89%. In addition, the Company shows each alternative using a WACC of 10%,
which is effectively the midpoint between the Company's recommended WACC and RUCO's
recommended WACC.

15. Alterative 1. Johnson Utilities' Alterative 1 is based upon the ROO,5 assumes
the adoption of Mayes Proposed Amendment #2 regarding an adjuster mechanism to pass

5 For purposes of this alternative, Johnson Utilities is accepting Staffs reductions of plant-in-service for
excess capacity, plant not used and useful, and post test-year plant. However, the Company does not
waive its arguments that these Staff adjustments are not appropriate for the reasons set forth in the
Company's Exceptions.



ALTERNATIVE 1--REVENUE REQUIREMENT AND RATE DECREASE/INCREASE
UNDER DIFFERENT RATES OF RETURN

8.18% RATE oF RETURN 10.00% RATE oF RETURN 11.89% RATE OF RETURN

WATER SEWER COMB. WATER SEWER COMB. WATER SEWER COMB.

$9,951,439 $1 I ,504,652 $21 ,456,091 $10,020,717 $11,812,913 $21,833,630 $10,092,660 $12,133,031 $22,225,691

-24.46% 1.33% -12.52% -23.93% 4.04% -10.98% -23.38% 6.86% -9.38%

through the costs of the Central Arizona Groundwater Replenishment District, and makes the
following modifications:

Adds back into rate base Staffs 10% disallowances for inadequately
supported plant in the amount of $7,433,707 for the Water Division and
$10,892,391 for the Wastewater Division.

Deducts from rate base the amount of $2,860,844, which represents a
reduction of 10% of the Members Capital (i.e., members equity) in
Johnson Utilities for alleged inadequately supported plant.

Adds back into rate base Staffs 7.5% disallowance for affiliate profit in
the amount of $5,017,752 for the Water Division and $7,352,364 for the
Wastewater Division.

Deducts firm rate base the amount of $1,270,011, which represents a
reduction of 1 .75% on the $72,572,024 in affiliated-constructed plant.

Removes firm rate base unexpended hook-up fees in the amount of
$6,931,078 for the Water Division and $16,505 for the Wastewater
Division.

Adds $2,201,386 to wastewater test-year plant-in-service which was
inadvertently misclassified as post test-year plant in the Company's initial
rate case application.

Makes adjustments to depreciation expense and property taxes to account
for the changes in plant-in-service described above. f

16. The adjustMents outlined above produce a positive water division rate base of
$3,725,208 and apositive wastewater division rate base of $l6,572,869, for total plant in service
of $20,298,077, as shown on Exhibit 1 to this affidavit. Applying rates of return of 8.l8%,
10.00% and 11.89% produces the following revenue requirements and rate increases/decreases:

17. Alternative 1 addresses the problem of a negative rate base, producing positive
rate bases for both the Water and Sewer Divisions. The Company believes that its cost of capital
testimony supports a rate of return of 11.89%. Adopting Alternative 1 with an 11.89% rate of



ALTERNATIVE 2-REVENUE REQUIREMENT AND RATE DECREASE/INCREASE
UNDER DIFFERENT RATES OF RETURN

8.18% RATE oF RETURN 10.00% RATE oF RETURN 11.89% RATE OF RETURN

WATER SEWER COMB. WATER SEWER COMB. WATER SEWER COMB.

$9,811 ,477 $11,163,245 $20,974,722 $9,858,872 $11 ,427,494 $21 ,286,494 $9,908,089 $11,701,905 $21,609,994

-25.52% -1.68% -14.48% -25.16% 0.65% -13.21% -24.78% 3.06% -l 1.89%

return will produce a significant reduction in water rates (24.46%) and a small increase in
wastewater rates (1 .33%), for a combined ratereductionof 12.52% on a water/wastewater bill.

18. Alternative 2. Johnson Utilities' Alternative 2 is the virtually identical to
Alternative 1, but with the following modification:

Deducts from plant-in-service the amount of $5,442,902, which represents
a reduction of 7.50% on the $72,572,024 of affiliated-constmcted plant.

19. The adjustments under Alternative 2 produce apositive water division rate base of
$2,548,471 and apositive wastewater division rate base of $l4,206,626, for total plant in service
of $16,755,098, as shown on Exhibit 1 to this affidavit. Applying rates of return of 8. 18%,
10.00% and 11.89% produces the following revenue requirements and rate increases/decreases:

20. Alternative 2 also addresses the problem of a negative rate base, producing
positive rate bases for both the water and sewer divisions. Again, the Company believes that its
cost of capital testimony supports a rate of return of ll.89%. Adopting Alternative 2 with an
11.89% rate of return will produce a significant reduction in water rates (24.78%) and a
relatively small increase in wastewater rates (3.06%), for a combined rate reduction of -l l .89%.

21. As set forth in its Exceptions, the Company discovered that $2,201,386 of plant
originally classified at post test-year plant and booked to plant in 2008 was actually placed into
service in 2007. (Exhibit A-2, Volume III at 14, see also Johnson's Final Schedules, Wastewater
Division, Schedule B-2 at 3.4). While the Company believes that the adjustment to test-year
plant in service is appropriate under the facts of this case, the ROO does not adopt this
adjustment to plant.

22. In my expert opinion, the Commission should adopt the Company's proposed rate base,
rate of return and revenue requirement for its water and wastewater divisions as set forth in its
final post-hearing schedules filed October 30, 2009, and as discussed in its Closing Brief filed
November 20, 2009. Alternatively, I would recommend that the Commission adopt Alternative
1 presented herein with a rate of return of 11.89%. This will produce a positive rate base for
both the water and wastewater divisions, and will result in rates and charges that are just and
reasonable.
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EXHIBIT A

SUMMARY OF
ALTERNATIVES
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EXHIBIT B

ALTERNATIVE 1
SUPPURTING
SCHEDULES



ALTERNATIVE 1

WATER DIVISIUN

8.18%



Johnson utilities - Water Division - Alternative 1 at8.18% ROR
Test Year Ended December 31, 2007

Computation of increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 3,725,208

3,526,182Adjusted Operating Income

Current Rate of Return 94.66%

$ 304,722Required Operating Income

Required Rate of Return on Fair Value Rate Base 8.18%

Operating Income Deficiency

Gross Revenue Conversion Factor

$ (3,221 ,460)

1.0000

Increase in Gross Revenue
Requirement $ (3,221 ,460)

Line

NQ...
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

$
$
$

13,172,899
(3,221 ,460)
9,951 ,439

-24.46%

J

s



\ Johnson Utilities - Water Division - Alternative 1 at8.18% ROR
Test Year Ended December 31, 2007

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

s 73,405,185
5,831 ,530

$ 73,405,185
5,831 ,530

Net Utility Plant in Service $ 67,573,655 $ 67,573,655

36,519,048 36,519,048

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction - Net of amortization

Meter and Service Line Advances
Deferred Income Taxes & Credits
Investment tax Credits
Shared Gain on Well

20,549,629
6,779,771

20,549,629
6,779,771

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base $ 3,725,208 $ 3,725,208

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULES:
B-2
B-5



Johnson Utilities - Water Division - Alternative 1 at 8.18% ROF
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
Witness: Bourassa

ROO
Adjusted
End of

Test Year Adiustments

Adjusted
End of

Test Year
Gross Utility
Plant in Service $ 61,885,608 11,519,577 $ 73,405,185

Less :
Accumulated
Depreciation 4,969,249 862,280 5,831,530

Net Utility Plant
in Service $ 56,916,359 $ 10,657,296 $ 67,573,655

Less:
Advances in Aid of
Construction 36,519,048 36,519,048

Contributions in Aid of
Construction - Net 29,591,196 (6,931 ,078) 22,660,118

Accumulated Amortization of CIAC (2,110,489)

6,779,771

(2,110,489)

6,779.771Meter and Service Line Advances
Deferred Income Taxes
Investment Tax Credits
Shared Gain on Well

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Working capital

Total $ (13,863,166)_ $ 17,588,374 $ 3,725,208

4

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, page 2

RECAP SCHEDULES.-
B-1



mw
no

v I I I I I I I

U 3
£ 4 *D35-_..°*,7,'um m
< 1-

l
Lm
ca
'<I_.
on
I -

o
m
*Q
1-
Of)
et
I-D

Lm
I-O

_
Of:
I*-

I"-
LD

no
we
Q
CD
v*
'.n.
co
m

ca'
w
et
N
N

;
m
m

~=r_
Q
1-
1"-"

N
\_»

1"
1-
"1
GO
l*~
" 1
(D

no
o
~_
Lm
N
Rx
et:

6:5LL!
...J

m

ea. 8
2 8
§ 8
5 . .

-8"'°'§. _ w£898
WMD.

as W en

Q
LIJ

o
U)
D.
<
o
LU
oz

/"-.
of
I*-
Q

m
Omo

1.-
m
U)
w"-4

of
N
Q
1-
m
"IL
(D

W

'U c3 o
21

Q
w
n.
N
mof

/"4o
on
N
N
(D
w

f"*
ca
of
N
N
CD
m*-i

no
o
fr

8
u

g ._u» 31;

2 4 8
8
2
D.

C
an

III

.2
G)
coI
.E
J-c
3
D.

l*-
I*-
sq.
m
1"
l.n_
T '
1-

he

|*-
r-

m1'
'Q
v"
1-

he

I*-
-
I-D_
G)
T*
Lm
v-

Ia he Ia

9
m
(O

q

of
wr
q
m

CD
c m

1-\
m
of
*K
Q
v""
N44

v-
r~
Vu
m

I;
w

I I I I I I I'u E
O 48..`59

|-"2

no
Q
*Q
I-D
of
<4
Y'
up

CDLm
(D
l"

w
LD

\"'

w
m

1-
m

cm
N

/'K
co
LD
* .
of
co

m
--r

ea ea he

o
so 8

8
= §
8 3 3

8'E
.8€§§

§ 4
g o ,

4b m

3

c
>

"6

5
o
w

. :
o
W

"5

888
-Inv -

87,88

Ia
.Q
D.
41 0 n` Nu Ia

'§E t
815
33
QE
LE

3.9
9488
888%_l<C.1

'E
_cu
92

E*Ia300
'552

jg
< c
c .9
.- 'Elvo
8 .3

as 8 2Ia > o
3 2 o

E
<(
.EMr:
c:.Q
.QU
9 8-Er:
8 8
<.>

~5
c
8Ev
.N
*g
E
<

8
E:
E

§<

Esgg
88-.9:HM-5-4:C-588
N 5

° -m.'!*1>o4 - N
0 q)>_;§a c v >

m 8-
0 3

' 8 8 3 ' 5
8 9 8.8883

28288_ nu:4 1 5 0 3 .3|-

8
05 o

H-:
348

w¢h 85
3'.:..;
l'='"§'a
888
¢._g_8_8_

3333
w .o N <r»nu:l~voo>c> n:-1<ru-.~col~aoo>o wav- \nw l~ooovo N-8Z|*N'° *'~""° '*° ° ° "° `-<-"v-\-`-\-\-v~nnnnnnnnnn¢ f>:f>mof><*>m¢ *><'>mm<r;<|-



I I

v q-v GO
Rx ° z
o co
l~ no
N <4

N

I I I I

cm
F)
et
w
v
*Q
N

In
o f

I I I 1 I I I I a I I

| -
| -

m

4

'JS
-5 o
8 O
.88'c ...
< ':

o

mo3om8nmm 1-aa N11nr~ol~1-v~»n
eovnhvov1nnnon¢'>nl~ Qqnnquqnm on1-

m
Q
<1-_
M
r--

toc
Qmof
et
<9

h

1-
h-
LQ
m
1"
LQ
F'
1"-"

99 he he he

I

4:
.Q

E
av
g an

8 :
U J av cu

:-1 E
8

cu
cm

8
~. 8m mQ ..:mg

._ Ar"-°.:.:u>5
L35°'°§(DO. he

8es
g .a¢

a: :D 8 u 2
C .J m
8

I

he

8
m
g asc co 8 an 8

§"~=

I

69

I I l

1- 1-

CO \*
m m
of. Q
co no

I I

of
Q
co
of
Q1-

I I I I I | l I I I I I I

m
8 .
_§ *2

o.
4

°Q"1Q'i'Q'Q"2of-mmuvcuco
Lm mcnmomINF' WN

m

1"
N
GO
I*-
we
IQ
we

z
o
re

he

8
o*é '8

<8.28
a w
3

mm| I 10N I
ll>lD
n m

cm

I I I

v-
m
Q
(DUP
N

I

NO60@PF@@@v©MN=Q=z'x<Q<L-wx\-¢\l¢"JC\IC'JG78ll~ o7~~4-romof mm
9'

I I I I I I I I I I I

coI-D
Q1.-
r-
91
co

99no
*. 8Q C
1111IU

3883
I..

G J

Ia

En-
2

8 I

mmac:00 q
cannm
n

I I I

Cr:
we
n_1"
of
~_
N

I I I

o 80es
1 9 . 5

< 2
o

o .8

n1n¢on mm
1 1 1 1 1 1 1 I I

oeonmmnnmum;mmm
m ~Q_<f°°zea M n

of
c>
Q.
1-
of
et
1 -

(D

.Mag<°°§

~§
my:

- 3%
as <
a»'¢5
>-o
<50
W e

he

o

: g mu
-u'83cu

VI -as39-c
28°
O

as a>
E t !  ' s
GJ

c
G)

.8
Z
Eu
"Pc

o
w

. :
o
'w

8or:
c:

... E E

3 §°~=
8 s

§ 3 88E8§ 88
8 ' 2 ¢8 * = 3 2 »2
4 E E g a 8 §§5 m

8 §§E ° 8 §§O : s §8

.3

3
88
3Q.

.8
E
m
"P
c

co

'E
av
<c>
c
8c
3
D.

1918

vs 8 I

ET; 8 882. 3§l§ l§§§§
8 ;§§» 8 = t § 3*=§3:%8§§8=l g 8 §ll=3 Ei3*

3§2§§§§§§;§§§%§§§§ §8§2§§

B !  § E  8

§ l§ 39' *8§ 488

.§ :,£ ,§ § l§ l§ 3vo
8 s. c"s§ v8%"_

o
.3
zm
'fac
'E_ivD.

.L
8D.
c
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Johnson Utilities - Water Division - Alternative 1 at 8.18% ROF
Test Year Ended December 31, 2007

Income Statement

Exhibit
ROO Schedule C-1
Page 1
VWtness: Bourassa

Adjusted
Test Year

Book
Results Adiustment

Final
Adjusted
Results

Proposed
Rate

Increase

Final
Adjusted
with Rate
Increase

Revenues
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

$ 12,843,604 $ $ 12,843,604 $ (3,221,460) $ 9,622,144

$
329,295

13,172,899 $ $
329,295

13,172,899 $ (3,221,460) $
329,295

9,951 ,439

$ - s
(2,558,930)

$
2,893,878

818,280
16,189

8,534
1,119

5,877,591
55,007
53,444

334,948
818,280
16,189
8,534
1 ,119

5,877,591
55,007
53,444

334,948
818,280
16,189

8,534
1,119

5,877,591
55,007
53,444

21,565 21,565 21,565

33,333
255,555
884,007 510,874

33,333
255,555

1 ,394,881

33,333
255,555

1,394,881

842,958 (66,687) 776,271 776,271

Operating Expenses
Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Water Testing
Rents
Transportation Expenses
Insurance General Liability
Insurance - health and Life
Reg. Commission Exp. - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax
Reconciling Amount

Total Operating Expenses
Operating Income

$
$

7,587
11 ,769v046

1 ,403,852

(7,587)
s (2,122,330) s
$ 2,122,330 $

9,546,717
3,526,182

s
$

$
(3,221,460) $

9,646,717
304,722

Line
No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

SUPPORTING SCHEDULES:
C-1, page 2

RECAP SCHEDULES:
A-1



'o <11 a>
2 16  v>v o  M  8_ :  . :  L .
' u  r - "  8
<  §  -

q
q-

NN
et
m

I

Lm m
cm cf:
n _ v_
GJ 1-
N Lm
ff) 0)_

m

I 1

1 -
P°~

(D
r-
r--

I
1-- N
v' FT
I`°- I`-_
co q-
~¢  o
co_ U)
Q)

ea HE ea

Q'fau <uG)828
o.'"Q
Q M
62 E

3
LD

1"
N

£ 3

3
co

1-
N
N.
m*...r

v '
N
N.
SO

o. cu< Q.

m
m

8
v- 5o' o9 m

g8wmm
94:82
. cx'5¢§§mum ea as w e

05
LIJ
. J
D
o
UJ
O F

< 0 8

° 'f
844

q-
Q
¢.
m
wr
Io_
N
1 - v '

I
IO o>
0) U)
N. et.
m N
N N
F) 1-_

of

I

ooocnvcnv-l\m w m v m on\-m1-vno
w @ w v n w 9
v"v' l\l!Jl .0

moo of
UP

1 I

m
co

1 ' -

N

cm I-D v'm Lo ofm_ LO W_
of LT q-C*JLT G)

N  m_

I I I

v
r-
N
(D
r-
|-

I"»- Nv* W
";*;
LD no~<r N(D 1-0
Q) c*>

3 8I a  : \
3 U !

'U<  a :
GJ

ea he he wen

I I I

a:co 3 1
m

he eeee

I l

r  can3 8
m

ea w e

38
<1-1:3

833
n:

I

'l~1"r'~7-lr-~m of ofIn LT LO
I*- h- |~..-

as
o
Q! he me/9

I

¢*.\

a
D!
8O

A-4Qc-f>

noI-D
N

o o(") (")
6101to ofIn Lf)
: Q QN  N

ea wee

€8
N g go

5 |-

I I

ffm
<9
(D

/-4.
l- r-of of
AD<D
w wno co

: =
2
at

's2~
=.:g.,
885185
s s

388'vs Ia ea

I I

<r
1~
of
o
v-
ID

w e e

v 9?
T\ r--
of_of_

v' 1-
LT in\"'

C
.Q4-1
.Q
o
8

q;
O

E u ]

" 33>
' am2,2

E
5 wee

owc.co-a

I I I
LD
(D

1 "

N

m LD N
m LD o
¢q LD o
cf: LD v
c*>ID of

N  o f

I
no
ID
Q
N
<|-
co

I

r - c o mg q q g gin_<:>_oo_
r-o>c"°

(OC)
r-_~<r_3+-»

I-D m
U) O)
N m_
o> N
N r-
W 1"_

m

r - o o o o c f a v - o a o
W N w - L l D v " l . l ' ) Q ' ¢
U T W I D w 1 - I \ - l £ 7 C " )U ) 1 - 1 * I*-I-DLO
uqoo "Q
N m

QB8  vo  > -
LE in
<  8

fa ea

weQup 1
of
~=r
N
v- 1'

Vu
_

99 ea <49 earn

£13 far 3 3,3
3958 léiiéezs

£8, 5383838

05
up
. J
D
a
LIJ

O
an
(D
Z
| -
n :
o
D.
D.
D W '
U J D

8
3 9

833%
833

§.~z3l5
8 5 8
8

-3 o

3 3 18 '""§ 353
-.i,§.3,;l3§l§ll§i.i;i§§£

Q D.
| -  o

é'dl N v m co h ao m o IDCDNWCIG NF N W W W W N W W S Z F " w v w v v N § 8 8 § N N N N N M § W



I

3m
:QNN
C`\I
*ht

ca
co
:Q
N
N
QI'
N

I I

c:>
cf:
Q
N
N
v"'
N

I

3
c*>

Q
N
N
Ir""

N
w e

o
c*>
et
NN
TN

I I

Q
C"J
et
N
N

N
Ty+4
o. -
.Q
:J
cm

'34-1
o-0-1
.Q
3
(D

I I I I

Qm
C!!
CL*mlgan
go:c.J

9%
~l-sm

goE.:

Eu
w

8
3 3w cm

="c 8
hmm

U 93Luc/>&3
4; .c

I I I

>° x
CL*

Im2 m
5%3_I

€
.83

'Ea
*e_l

,T
of
LQ
I*-
- - r

1~
of
LQ
l~

I *
of
IQ
l~

I I

w <rl :a> o
W
C

8

us
.5 :Q

co 3
o

8 E
n:

V)
c
mQ
dl
Uc
(5

=*=ego

.,,=>l.33
VB%E J

ucm
voea

5
§,<*'>l

r e

4-4
c a
o">

GO
o f
10

u'>_
N

o
¢")
Cr
of
LD
'Q
N

o
¢*>
° » .
of
1-0
LQ
N

I I

nr
o
M

Qof
"6 \  8
F w

we c>n a>
= _ 3'M*Lugm
\ . L-'U
8 3  8
<

m
a>
ea
LL
D
re
(D
<
o

w

3 * zc mea : E
3,a>I.° m..-M Cr-'_go¢_l o
4-1o--4

w-H
C
m
E4-v
w

U
<

r~
no
'Q
w
w

l~
of
Q
co
LD

l ~
o f
¢.o_
(D
no

3c
0
E-u-Iw:s
'c
<

I I

G)N Xin. m
Fas
o5 t-

E x
8 2

oengm
8%*E_l

wrr~
et
o
If)

wr
1--
o f
ca
1 "
FT

9"|*-
et
Q1-
In--r

I I I

3388
33°

385
3
g
0

_g
.8

.Q
oFI _Q

Q.4>LL1
D

s
= 8Ca>

§'.~z
(QC
c S

m m

813E-_l

2 E

G.)
E
o
o
c

ID
a>
an
c
(D

W
- '  c
v :  ' D  n .
8 2  Q .  q)

a>
E
8

Ia
m
5
8
>
Q
n:

m
GJ
Ia
C
cu
Q.
x

LIJ

u:
.E GJ-vs

o
o

Q_C
O

G)

G)a> a'vo § 'C
@8848
2  w o 3z

w
(D

5>U)
M 3

m
.g 8.-
g o
QC
O

o

a> mg
5

°&& D X _ ¢ cEUJ5 LU

E
o

6̀Sz

8
ea

q; .
.EZ° lv-c~1¢*><ru'>¢ol~oom° § """'*""'°
_|

Y \ W C ) C \ - ¢ \ I ( " ) V ' U ' ) ( D I \ K ) U J C v ' ¢ \ I ¢ " ) W ' \ - U ¢ D
v p p N N N N W N N , N N N M M W M W W W



I I | I I I I I I I I I

"-4'-Si

I-
I I I 1; I I I I

U).

of

ca
'Er
v""
of
of

<r
l*~

ca
.al

"=|'m<rL0co<u---
n m m m m m m
0OI*~1-1"'<l U'J'<I
sq n o o o | - - n c :
cm LOG)1"" Q|*-

*"U! m

of
Ia

l~...

Q.
N

v-
of

N
N
LD

v'
no

q
m
v'

r~
o
o
we
w
so

v '
m

q
r-~
of
o
1"
LD

9 8? ea he
CO
m

8N, 3
O 88
END

.- 8.c.:
5:.1°85(DD.

q)

3341

f a

8888888888$$$$$$$$$$$$$$$$$$
3333333833339333358833333333

B.

39
of
no
q
"1
N

I I
m

r~ OF
Q co
|\ of
N co

N

I I I I I
®m
LD
q-
co_
N

I I I I I I I I I I |
no
no
1-
LD
o

of
|-

no
1 '
1-

move-omvhgwmw-a>mn
.'EQ*."'i"1no v8E 8o~8<~4v~ Q°wQ~QNW Mn1-

c l
(D
co_
N
N

(Z
o
as

'3'o o
3 Oal _
:  g'u ...
< ':

O
Ia ea cm

S
o f

* .
w

,111
m

a>

m
m
c
G)

4-1

Rocco.
in
c
a>
Q.

85
8
.Q

o
-log» *;
E 3 8 8
138075\_LL1..-.::
2~»23

W G!

(DE M

E ._G) 'Dw>
.:

C

5
G.)

'U
c
cu

(0
C

E 88° -E33

c:
-ld
.Q
O
9
Q.
m
cm

§ § .

83.&g..
3 8

E.,
8
3833

<
@3EW3g 9 Co r:=8Qi.":"° E+-(DCN .. . .... -
8 : 38

w.5;__
U a>8uJ8 eu.co o.0-9`°8r-Em

c IJJa>'5 a>
3..-

c

§a'L-

G)
V)
C
G)
D.
x
LIJ
c

c:

c
o

.co°»

w l

8 8
" E ._ W i g 1- E E

°98 P 888% . c 5 ° ° i8285 gggg _ 498
u.I°'v¢n" :ea ._'E

4 38§88§ s%"» § 2 v€8§88="- ':- 8-5- :gee-E
-Eq a8gQ a§ gE §W§_Q_9§m°= un._¢n ._::m",-g u.EEI§ = z-8-8§

8822882888480 8 "=¢m Cs
s N 3 * E \. " E -

..'§,'s _$=3° »-' E 8 8 2 E t o9 - a g , 8 °0 oE§ § 83§ § 8§ §  8382886 3£ 3§ 8s§

m 4-

as-93 cu

\- as 8 "'
.Q 5 M V; 8

c

§f888§8
3~§;-£41888 40

E 4-1

.Q4-1

.Q

Lu_|3DLIJ
ocm m
w 3,
|-

*ll
r:3 o'v-nc~f7<ru':¢or~<aoa>c>v-c>Qp¢*>vu>¢.omQv-n¢'><r\r>Lo|~uo

o o o o o o o o c a w - v - n o r : r ' > < " > o ' > < * > < ' > < ' > < ' < r v < t ~ = r v v < r < r
8 Z c f > ¢ * : ¢ * : m m m m c f a m m m m c f a m m m c f a v u m o v m m m m w m m m

<

o
S
<.>
u-
o
'd
o
E
<
2,5V)
G)

. J

o
2Qa>D
E
» 9

c
.Q*CH*
.go
o
9
Q.
G)
D
5
8
>~
cm
GJ

| -
'o
8
U)
J
'U
4

16
w
m
Q
o
GJ
'D
a>
w
m
Q
o
c

voq)wcG)D.xLIJ|..
2'U
as
V)G)3
8>G)
no
o*-+-
a>
Em3
'o
<

z cu-~ a
M iiO |n. m

m
w u.
D..
3.4:

¢

o o n<~f><ru':col~coo>o N m vz- ln ¢o r~ oo o: o n¢*>vLr>¢.ol~aoazo nmv mcoE2 l *nwwww""w v v n§ nnnnwwn~mmmmmmmmmmvvvvvvv

51

\



Johnson Utilities - Water Division - Alternatlve 1 at 8.18% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
Witness: Bourassa

Prooertv Taxes:

$

$
$

13,172,899
13,172,899
9,951,439

12,099,079
24,198,158

Adjusted Revenues in year ended 12/31/07
Adjusted Revenues in year ended 12/31/07
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment

$

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 24,198,158
23.0%

5,565,576
13.92e4%

Property Tax
Tax on Parcels

775,087
1,184

$Total Property Tax at Proposed Rates
Property Taxes per ROO
Change in Property Taxes $

776,271
842,958
(66,687)

Adjustment to Revenues and/or Expenses $ (66,687)

Line

M -
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
15
17
18
19
20
21
22
23

24
25
26

27
28

4



ALTERNATIVE 1

WATER DIVISION

10%



Johnson Utilities - Water Division Alternative 1 at 10% ROR
Test Year Ended December 31, 2007

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 3,725,208

3,524,703Adjusted Operating Income

Current Rate of Return 94.62%

$ 372,521Required Operating Income

Required Rate of Return on Fair Value Rate Base 10.00%

Operating Income Deficiency

Gross Revenue Conversion Factor

$ (3,152,182)

1.0000

Increase in Gross Revenue
Requirement $ (3,152,182)

Line

NQ..
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

16
17
18
19
20
21
22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

$
$
$

13,172,899
(3,152,182)
10,020,717

-23.93%



Johnson Utilities - Water Division - Alternative 1 at 10% ROR
Test Year Ended December 31, 2007

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
VVhtness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 73,405,185
5,831 ,530

$ 73,405,185
5,831 ,530

Net Utility Plant in Service $ 67,573,655 $ 67,573,655

36,519,048 36,519,048

Less:
Advances in Aid of

Construction
Contributions in Aid of

Construction - Net of amortization
Meter and Service Line Advances
Deferred Income Taxes & Credits
Investment tax Credits
Shared Gain on Well

20,549,629
6,779,771

20,549,629
6,779,771

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base $ 3,725,208 $ 3,725,208

Line
No.
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULESI
B-2
B-5

4



Johnson Utilities - Water Division - Alternative 1 at 10% ROF
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
V\htness: Bourassa

ROO
Adjusted
End of

Test Year Adjustments

Adjusted
End of

Test Year
Gross Utility
Plant in Service $ 61,885,608 11,519,577 $ 73,405,185

Less :
Accumulated
Depreciation 4,969,249 862,280 5,831 ,530

Net Utility Plant
in Service $ 56,916,359 $ 10,657,296 $ 67,573,655

Less:
Advances in Aid of
Construction 36,519,048 36,519,048

Contributions in Aid of
Construction - Net 29,591,196 (6,931,078)

Accumulated Amortization of CIAC (2,110,489)

6,779,771

22,660,118

(2,110,489)

6,779,771Meter and Service Line Advances
Deferred Income Taxes
Investment Tax Credits
Shared Gain on Well

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Working capital

Total $ (13,863,166) $ 17,588,374 $ 3,725,208

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, page 2

RECAP SCHEDULES:
B-1
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Johnson Utilities - Water Division - Alternative 1 at 10% ROR
Test Year Ended December 31, 2007

Income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

ROO
Adjusted
Test Year
Results Adjustment

Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

$ 12,843,604 $ $ 12,843,604 S (3,152,182) $ 9,691 ,422

$
329,295

13,172,899 $ $
329v295

13,172,899 $ (3,152,182) $
329,295

10,020,717

$ - s
(2 v558,930)

$
2,893,878

818,280
16,189

8,534
1,119

5,877,591
55,007
53,444

334,948
818,280
16,189
8,534
1,119

5,877,591
55,007
53,444

334,948
818,280
16,189
8,534
1,119

5,877,591
55,007
53,444

21,565 21,565 21,565

33,333
255,555
884,007 510,874

33,333
255,555

1 ,394,881

33,333
255,555

1 ,394,881

842,958 (65,208) 777,750 777,750

Operating Expenses
Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Sewioes
Water Testing
Rents
Transportation Expenses
Insurance - General Liability
Insurance - health and Life
Reg. Commission Exp. - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax
Reconciling Amount

Total Operating Expenses
Operating Income

$
$

7,587
11 ,769,046

1 ,403,852

(7,587)
$ (2,120,850) $
$ 2,120,850 $

9,648,196
3,524,703

$
$

- $
(3,152,182) $

9,648,196
372,521

Line

MY
1
2
3
4
5
6
7

8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

SUPPORTING SCHEDULES:
C-1, page 2

RECAP SCHEDULES:
A-1

I
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Y

Johnson Utilities - Water Division - Alternatlve 1 at 10% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
ROO Schedule C-2
Page 3
V\Atness: Bourassa

Pfopertv Taxes:

$

$
$

13,172,899
13,172,899
10,020,717
12,122,172
24,244,343

Adjusted Revenues in year ended 12/31/07
Adjusted Revenues in year ended 12/31/07
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add :
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment

$

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 24,244,343
23.0%

5,576,199
13.9264%

Property Tax
Tax on Parcels

776,566
1,184

$Total Property Tax at Proposed Rates
Property Taxes per ROO
Change in Property Taxes $

777,750
842,958
(65,208)

Line

M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses $ (65,208)
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Johnson Utilities - Water Division - Alternative 1 at 11.89% ROF
Test Year Ended December 31, 2007

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 3,725,208

3,523,166Adjusted Operating Income

Current Rate of Return 94.58%

$ 442,927Required Operating Income

Required Rate of Return on Fair Value Rate Base 11.89%

$ (3,080,239)Operating Income Deflciency

Gross Revenue Conversion Factor 1 .0000

Increase in Gross Revenue
Requirement $ (3,080,239)

Line

NQ..
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

$
$
$

13,172,899
(3,080,239)
10,092,660

-23.38%

a



Johnson Utilities - Water Division - Alternative 1 at 11.89% ROR
Test Year Ended December 31, 2007

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 73,405,185
5,831 ,530

$ 73,405,185
5,831,530

Net Utility Plant in Service $ 67,573,655 $ 67,573,655

36,519,048 36,519,048

Less:
Advances in Aid of

Construction
Contributions in Aid of

Construction - Net of amortization
Meter and Service Line Advances
Deferred Income Taxes 8¢ Credits
Investment tax Credits
Shared Gain on Weil

20,549,629
6,779,771

20,549,629
6,779,771

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base S 3,725,208 $ 3,725,208

Line
No.
1
2
3
4
5
6
7
8
g

10
t i
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULES:
B-2

I



Johnson Utilities - Water Division - Alternative 1 at 11.89% ROF
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
V\Atness: Bourassa

ROO
Adjusted
End of

Test Year Adjustments

Adjusted
End of

Test Year
Gross Utility
Plant in Service $ 61,885,608 11,519,577 $ 73,405,185

Less:
Accumulated
Depreciation 4,969,249 862,280 5,831,530

Net Utility Plant
in Service $ 56,916,359 $ 10,657,296 $ 67,573,655

Less:
Advances in Aid of
Construction 36,519,048 36,519,048

Contributions in Aid of
Construction - Net 29,591,196 (6,931 ,078)

Accumulated Amortization of CIAC (2,110,489)

6,779,771

22,660,118

(2,110,489)

6,779,771Meter and Service Line Advances
Deferred Income Taxes
Investment Tax Credits
Shared Gain on We!!

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Working capital

TQtal $ (13,863,166> $ 17,588,374 $ 3,725,208

Line

FQ-
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
25
27
28
29
30
31
32
33

34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, page 2

RECAP SCHEDULES:
B-1
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Johnson Utilities - Water Division - Alternative 1 at 11.89%ROF
Test Year Ended December 31, 2007

income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

ROO
Adjusted
Test Year
Results Adjustment

Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

$ 12,843,604 $ s 12,843,604 $ (3,08D,239) $ 9,763,365

$
329,295

13,172,899 $ $
329,295

13,172,899 $ (3,080,239) $
329,295

10,092,660

$ - $
(2,558,930)

$
2,893,878

818,280
16,189

8,534
1,119

5,877,591
55,007
53,444

\

334,948
818,280
16,189

8,534
1,119

5,877,591
55,007
53,444

334,948
B18,280

15,189
8,534
1,119

5,877,591
55,007
53,444

21,565 21,565 21,565

33,333
255,555
884,007 510,874

33,333
255,555

1,394,881

33,333
255,555

1,394,881

842,958 (63,671) 779v287 779,287

Operating Expenses
Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Water Testing
Rents
Transportation Expenses
insurance - General Liability
Insurance - health and Life
Reg. Commission Exp. - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
income Tax
Reconciling Amount

Total Operating Expenses
Operating Income

$
$

7,587
11,769,046
1,403,852

(7,587)
$ <2,119,314> as
$ 2,119,314 $

9,649,732
3,523,166

$
$

- $
(3,080,239) $

9v649v732
442,927

Line

1
2
3
4

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
36
37
38
39
40

SUPPORTING SCHEDULES:
C-1, page 2

RECAP SCHEDULES:
A-1
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Johnson Utilities - Water Division - Alternative 1 at 11.89% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
Vvtness: Bourassa

Line
No.

$ 13,172,899
13,172,899
10,092,660
12,146,152
24,292,305

$
$

$

$ 24,292,305
23.0%

5,587,230
13.9264%

778,103
1,184

$

$

779,287
842,958
(63,671)

1 Propertv Taxes:
2
3 Adjusted Revenues in year ended 12/31/07
4 Adjusted Revenues in year ended 12/31/07
5 Proposed Revenues
6 Average of three year's of revenue
7 Average of three year's of revenue, times 2
8 Add:
9 Construction Work in Progess at 10%
10 Deduct
11 Book Value of Transportation Equipment
12
13 Full Cash Value
14 Assessment Ratio
15 Assessed Value
16 Property Tax Rate
17
18 Property Tax
19 Tax on Parcels
20
21 Total Property Tax at Proposed Rates
22 Property Taxes per ROO
23 Change in Property Taxes
24
25
26
27
28

Adjustment to Revenues and/or Expenses $ (63,671)
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Johnson Utilities - Wastewater Division - Alternative 1 at 8.18% ROF
Test Year Ended December 31, 2007

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
V\htness: Bourassa

Fair Value Rate Base $ 16,572,869

Adjusted Operating Income 1 ,205,023

Current Rate of Return 7.27%

Required Operating Income $ 1,355,661

Required Rate of Return on Fair Value Rate Base 8.18%

Operating Income Detlciency $ 150,638

Gross Revenue Conversion Factor 1 .0000

Increase in Gross Revenue
Requirement $ 150,638

Line

NSI
1
2

3
4

5

6
7
8

g
10
11

12
13
14

15
16

17
18
19

20
21
22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

$
$
$

11,354,014
150,638

11,504,652
1.33%



Johnson Utilities - Wastewater Division - Alternative 1 at 8.18% ROR
Test Year Ended December 31, 2007

Summary of Rate Base

Exhibit
Schedule B~1
Page 1
V\htness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 112,813,758
7,203,180

$ 112,813,758
7,203,180

Net Utility Plant in Service $ 105,610,578 $ 105,610,578

Less:
Advances in Aid of

Construction
Contributions in Aid of

Construction - Net of amortization

52,231,631 s2,231,és1

36,806,078 36,806,078

Deferred Income Taxes & Credits

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base $ 16,572,859 $ 16,572,869

Line
NO.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULES:
B-2



Johnson Utilities - Wastewater Division - Alternative 1 at 8.18% ROR
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
Witness: Bourassa

ROO
Adjusted
End of

Test Year
Proforma

Adjustments

Adjusted
of

Test Yea r
Gross Utility

Plant in Service $ 95,566,589 17,247,170 $ 112,813,758

Less:
Accumulated
Depreciation 6,375,814 827,366 7,203,180

Net Utility plant
in Service $ 89,190,775 $ 16,419,803 $ 105,610,578

Less:
Advances in Aid of

Construction 52,231,631 52,231 ,631

Contributions in Aid of
Construction - Net (16,505)

Accumulated Amort. of CIAC

40,578,812

(3,756,229)

40,562,307

(3,756,229)
\r

x

Deferred Income Taxes

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Working capital

Total s 136,561 $ 16,436,308 $ 16,572,869

Line
No.

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, pages 2

RECAP scHEDuLEs:
B-1
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I

Johnson Utilities - Wastewater Division - Alternative 1 at 8.18% ROR
Test Year Ended December 31, 2007

Income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

ROO
Test Year
Adjusted
Results

Proforma
Adiustments

Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Flat Rate Revenues
Misc. Service Revenues
Other Wastewater Revenues

$ 10,851,808 $ s 10,851,808 $ 150,638 $ 11,002,446

$
502,206

11,354,014 $ $
502,206

11,354,014 $ 150,638 $
502,206

11 ,504,652

Operating Expenses
$ $ $

310,229
714,560

310,229
714,560

310,229
714,560

147,196
32,762

4,817,218
116,474
48,151

147,196
32,762

4,817,218
116,474
48,151

147,196
32,762

4,817,218
116,474
48,151

713,480

21 ,039
33,333

230,600
2,926,371

6,525
744,532

Salaries and Wages
Purchased Wastewater Treatment
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Contractual Services
Repairs and Maintenance
Rents
Transportation Expenses
Insurance
Regulatory Comm. Exp. - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
income Tax
Reconciling Amount

21,039
33,333

230,600
2,212,891

6,525
722 v023 22,509

21,039
33,333

230,600
2,926,371

6,525
744,532

Total Operatin Expenses
Operating Income

$
$

19,269
9,432,271
1,921 ,744

$
$

(19,269) -
716v720 $ 10,148,991

(716,720) $ 1,205,023
$
$ 150,638

$
$

10,148,991
1,355,661

Line
NQ

1
2
3
4
5
5
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
36
37
38
39

SUPPORTING SCHEDULES:
C-1, page 2

RECAp SCHEDULES:
A-1



l

no
o
z

3=
o
*.
ea

'i

.'a
3 3
£28

:8
_how
988
888

fs
go
es

s

5

2
o

88
488?

' r
o
2 . .

Ia

9 3

c 8
» § §

m
W
tn

8
3om

cy u:
E " E
*3m88
:I Gem <

Cr

w
E c
8<f .J -W773 M

' u<

o"'-0>-
cr

'D
3 * an
to IDD M cu
84:
< me

?

3 goU)G9¢g
aw L .

e22 g
D.

1?wOno

2.2

Lm

1*

.. 'oM<l>19

my
1-<91

i i :co 3 §
m

R x
GJ

38

'oan 8..-9 3
.a 8
'G re<

a>
N

r:
.Q4-1
.9
o
8
Q)
Q

:s
m
G)

9oc

he

I

LT

1 -
1 - 1 "

of
co
:Q
o
Lm

1- 1-

co
<1-
<4
N
o
o
1" 1"-
1" 1.-

£8 ea

he he

co
ow I
T-
ID
et.
Q 1"
1- v'

of
m
:Q
o
m

of

I

co q-
D 1-
N c:>
N q
o l-o
Lf) CO

co 4O v-
n.  Q
N q
o Lf)
LD (*D

_

co No LD
N co
N vo o
m LD

Ia

Ia

8?

ea

he

as

ea

I

I

I

I

I

|

he

en

I I

I I

cm D
N (D
n_'.q
ca -aqv* 1-
oo r-

m o
N co
N 1-0
Q q
1"  1-
of r-

I

Lonoo<a-1-
cnr.o<-|- L0
1-|̀ .-1\| » 1-
r - n r - c o c o

0"J*'t""
*1""

q

coc~1oo~<r1-
5)£Q1-I*-I-0
~¢-r-c~4<r-
1 - n r - c o a n
W <')1-1"'¢

q

a>ooo1-1.r>n
<-oooor~L\lm

* o m m m m m
=-c»">c>r.ot.o~er
h m m m q-

n m I--
N

I

mcvaov-lnn<*><*Jor~nm
QrqcqcqlqnqFMO@® $hmmmno> /\

N

oof
'flm
r-

U)
Q
u'>_
N
N

I

I I

3§l5>lcn
cocoa)n _n_n_
mo>o>

I

w e

Sam

hes;

we/~>

on 5?
o  o
m LD
N  N
N  N

sew

w e

ass

wen

of m
#_ v_
m of
|\.. l*~

1-°  v'
Q) (D
02 'Q
no 1-0
q  mP Of)
Q 1 -
F

1 -  m
o> N
UP_ O_
w l.r>
we o
F ' N

t -

w e

I I

I I

I I

I
no
m

o
ID1-

9.  N<  Q .

as
LU_J
D
D
Lu

o
w e

§J"f,ro

If

he vo w e

w
cu:x

m
q)ID

as
G)
E

c

" " Ia
0 a n  w  c

3 cy
in LIJ a . -
° § g l DEEN > q.)o E 'ot/75C

(D

I

(D
m.J
3
D
l.IJ

o
w

o Z

gr:
=s~-~
§'u.EOea
IZ

mga>>301)
¢1l505¢,g._:mm"Ar"
an 'Q384:
oz aupwWW;

d o

'88 -8
888 3

a§§§
83 E
»'»5"§83'=
: m g - -
41 `§°~E2
§3 a§a3§§v¢¢S
o

(0
UP ea Eu an o' C  . :  m c  m - s.

m  Q  ' u  o
m

P 3 9 8 8 8 2 8

38388§<n
Q . :

s 2
*fis-

§§333f§!°i388
Q

c  M  "  8
8 8.
r- o

(D
Z|-ac
o
839'we

. o N ID co l~ Q or o N v (D r~ o> o Ng g ' ~ w v m w > » w I F " * F - ~ § ~ 9 n 8 ~ ~ 8 ~ m 5 m



I

oN
Yico.-|\

5
N
*1
co
1 -

I*-
- - r

I I

3N
CD
1-
t~-\_¢

I
N

'Eco
| \

Cal
" 1
co
1 -
r--
iI_I

I I

'c8`
N

CD

|-'cl*o.-.Q:|
U)

E. -
o..-
.Q
:s
(D

N I I I II $8O vo
2 S
3 3

o
m m

.=é 3"8:E-m2
LlL'Cm3

'U
.c

>`.zav :
5 2

<9l8 M
c a:2 oz: _J

:Ru
N1_c v:

<9 an'E_l

cug..*an

I I I

>' .z
m c

= 2
=n1§m

=a-1_¢3a>

>~.>¢

E T
E E

* P e g
2 _1c

I I I I

c a :
2¢_ l w

> .̀:¢mc
gt!omy-l"am

4: E t

2 24:a> 5 -
8

of>
1-

*5
1-
1-
<9
cm
is
D.

m
(D
n_
cm

m
(D
W.
OF

m
<.o
N.
m

' U
c
as

(0
cy

I I I

an.E co
'a

-»
:s

3
g
e a

* .
e a

as

l ~8 8
8 3 %
s " ' &
85 W

a h
D N

>`;¢
8 8

$ 4 3 3
wC¢> Qx

IJJ

m
voas
8

44 0

m QE
&><o

4-1

>

C IB Ca> = 2
3,o>l§m
m 833
8 E-J
vo.-m. -cGJ

E. -
w
8'o
<

m
Q
LQ
N
N

mo
IQ
NN

cm
o
ID
N
N

cea
g
m

'o
<
8 I I

cy
NI Q. ><m

2

5 §, m
:z» 8 :
8 0  9
D
88 _q
nu.1
3 . 'Z

E
ma:
¢g>-_. . -
3 w " >.¢v .=
m! - ' u
an <
E

8 8
o62 |-

>` .>¢
m c
c 9

col-2 m
: 41'
8E .J

a>

o
no
'41
o'>
1-
I*

o
o f

1
of:
1 -
I*-
\-r

Q
of

m
1""
r -

I I8D
o
w
c
o
"1

c
8 a>
m m
. _  c

Fl Q U)
Qo. x
8 up

> .̀»¢mcc sl~l§M
c c2¢_l 4:

cm
. E GJ

9 o
GJ

E GJ

\  a >Q) m
E  :
oo
c Lu

wQ.x
o

`  w
a> W

E  5
o
o
F up

w
EooC

w
a>

5>w
Cr

m
G)
w

G)
Q .

8
o

Q. _c
O

a>W
*5  c

4

a >  & 8-» Lu *_-
: O

m
E
oo
c:
...
<12
2

w
w
: s

8
>
ea

DC

w
m
Ia
C
¢v
Q.
><
Lu

UP
. E  g._
8 8
Q. c
O

4),

_,g3 ._
28=+-
c o

'65z
u - o nc'><ru'><.ol\ooovo n<~>wruv¢.ol~cocno n m v l n w§§\ " N w w© wwF v v w wm m m m wm wwwm m m m m m m w



Johnson utilities - Wastewater Division - Alternative 1 at 8.18% ROR
Test Year Ended December 31, 2007

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Schedule C-2
Page 2
Witness: Bourassa

Depreciation Expense
Final I

Adjusted
Original Cost

Proposed
Rate

Depreciation
Expense

4,032,970
429,169 14,291

4

19,319,040
23,742,050

(108)

(29)

386,381
474,841

<11)
(3)

Account
Description

351 Organization
352 Franchises
353 Land and Land Rights
354 Structures and Improvements
355 Power Generation Equipment
360 Collection Sewers - Force
361 Collection Sewers .. Gravity
362 Special Collecting Structures
363 Services to Customers
364 Flow Measuring Devices
365 Flow Measuring Installations
370 Receiving wells
371 Pumping Equipment
375 Reuse T&D
380 Treatment and Disposal Equipment
381 Plant Sewers
382 Outfall Sewer Lines
389 Other Plant and Misc. Equipment
390 Office Furniture and Equipment
391 Transportation Equipment
393 Tools, Shop and Garage Equipment.
394 Laboratory Equipment
395 Power Operated Equipment
398 Other TangiblepIant

TOTALS

7,330,753
938,614
871,194

56,150,107

0.00%
0.00%
0.00%
3.33%
5.00%
2.00%
2.00%

10.00%
10.00%
10.00%
10.00%
3.33%

12.50%
2.50%
5.00%
5.00%
3.33%
6.67%

20.00%
20.00%

5.00%
10.00%

5.00%
10.00%

916,344
23,465
43,560

2,807,505

$ 112,813,758 $ 4,666,374

360
380
381

Post Test Year plant
Collection Sewers - Force
Treatment and Disposal Equip.
Plant Sewers

2.00% $
5.00%
5.00%

$ $

Less: Amory. of CIAC $ 40,562,307 4.2897% $ (1 ,740,003)

Total Depreciation Expense s 2,926,371

Adjusted Test Year Depreciation Expense $ 2,212,891

Increase (decrease) in Depreciation Expense 713,480

Line

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

29

30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

Adjustment to Revenues and/or Expenses $ 713,480

SUPPORTING SCHEDULES
B-2, page 3



Johnson utilities - Wastewater Division - Alternative 1 at 8.18% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
V\litness: Bourassa

PfoDer1v Taxes:

$ 11,354,014
11,354,014
11,504,652
11,404,227
22,808,453

$
$

Adjusted Revenues in year ended 12/31/07
Adjusted Revenues in year ended 12/31/07
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add :
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment

$

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 22,808,453
23.0%

5,245,944
140380%

Property Tax
Tax on Parcels

736,424
8,108

$ 744,532
722,023

22,509

Total Property Tax at Proposed Rates
Property Taxes in the test year
Change in Property Taxes $

Line

NO
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses $ 22,509
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Johnson Utilities - Wastewater Division Alternative 1 at 10.0% ROR
Test Year Ended December 31, 2007

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
\Mtness: Bourassa

Fair Value Rate Base $ 16,572,869

1 ,198,388Adjusted Operating Income

Current Rate of Return 7.23%

$ 1 ,657,287Required Operating Income

Required Rate of Return on Fair Value Rate Base 10.00%

$ 458,899Operating Income Deficiency

Gross Revenue Conversion Factor 1.0000

Increase in Gross Revenue
Requirement $ 458,899

Line
n g

1
2
3
4
5
6
7
B
9

10
11
12
13
14
15
16
17
18
19
20
21
22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

$
s
$

11,354,014
458,899

11,812,913
4.04%



Johnson Utilities - Wastewater Division Alternative 1 at 10.0% ROR
Test Year Ended December 31, 2007

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
V\htness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 112,813,758
7,203,180

$ 112,813,758
7,203,180

Net Utility Plant in Service $ 105,610,578 $ 105,610,578

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction - Net of amortization

52,231,631 52,231,831

36,806,078 86,806,078

Deferred Income Taxes 8¢ Credits

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base $ 16,572,869 $ 16,572,869

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULES:
B-2



Johnson Utilities - Wastewater Division Alternative 1 at 10.0% ROF
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
Witness: Bourassa

ROO
Adjusted
End of

Test Year
Proforma

Adjustments

Adjusted
of

Test Year
Gross Utility
Plant in Service $ 95,566,589 17,247,170 $ 112,813,758

Less:
Accumulated
Depreciation 6,375,814 827,366 7,203,180

Net Utility Plant
in Service $ 89,190,775 $ 16,419,803 $ 105,610,578

Less :
Advances in Aid of
Construction 52,231,631 52,231,631

Contributions in Aid of
Construction - Net (16,505) 40,562,307

Accumulated Amort. of CIAC

40,578,812

(3,756,229) (3,756,229)

Deferred Income Taxes

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Working capital

Tote I L 136,561 $ 16,436,308 $ 16,572,869

Line
NO
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B~2, pages 2

RECAP SCHEDULES:
B-1

I
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Johnson Utilities - Wastewater Division Alternative 1 at 10.0% ROR
Test Year Ended December 31, 2007

Income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

R o o
Test Year
Adjusted
Results

Proforma
Adjustments

Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Flat Rate Revenues
Misc. Service Revenues
Other Wastewater Revenues

$ 10,851,808 $ $ t0,851,808 $ 458,899 $ 11,310,707

$
502,208

11,354,014 $
502,206

$ 11,354,014 $ 458,899 $
502,206

11,812,913

$ $ $

310,229
714,560

310,229
714,560

310,229
714,560

147,196
32,762

4,817,218
116,474
48,151

147,196
32,762

4,817,218
116,474
48,151

147,196
32,762

4,817,218
116,474
48,151

713,480

21,039
33,333

230,600
2,212,891

6,525
722,023 29,145

21,039
33,333

230,600
2,926,371

6,525
751,168

21,039
33,333

230,600
2,926,371

6,525
751,168

Operating Expenses
Salaries and Wages
Purchased Wastewater Treatment
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Contractual Services
Repairs and Maintenance
Rents
Transportation Expenses
Insurance
Regulatory Comm. Exp. - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax

Total Operating Expenses
Operating Income

$
$

9,413,002
1,941,013

$
$

742,625 $ 10,155,626
(742,625) $ 1,198,388

$
$ 458,899

$
$

10,155,626
1,657,287

Line

n.
1
2
3
4
5
e
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

SUPPORTING SCHEDULES:
C-1, page 2

RECAP SCHEDULES:
A-1
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Johnson Utilities - Wastewater Division Alternative 1 at 10.0% ROR
Test Year Ended December 31, 2007

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Final Schedule C-2
Page 2
V\htness: Bourassa

Depreciation Expense

Account
F Ina I

Adjusted
Original Cost

Depreciation
Expense

4,032,970
429,169 14,291

19,319,040
23,742,050

(108)
(29)

386,381
474,841

(11)
(3)

LLL
351
352
353
354
355
360
361
352
363
364
365
370
371
375
380
381
382
389
390
391
393
394
395
398

Description
Organization
Franchises
Land and Land Rights
Structures and improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers - Gravity
Special Collecting Structures
Services to Customers
Flow Measuring Devices
Flow Measuring Installations
Receiving Wells
Pumping Equipment
Reuse T&D
Treatment and Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Plant and Misc. Equipment
Of hoe Furniture and Equipment
Transportation Equipment
Tools, Shop and Garage Equipment.
Laboratory Equipment
Power Operated Equipment
Other TangiblePlant

TOTALS

7,330,753
938,614
871 ,194

56,150,107

Proposed
BM !

0.00%
0.00%
0.00%
3.33%
5.00%
2.00%
2.00%

10.00%
10.00%
10.00%
10.00%
3.33%

12.50%
2.50%
5.00%
5.00%
3.33%
6.67%

20.00%
20.00%

5.00%
10.00%
5.00%

10.00%

916,344
23,465
43,560

2,807,505

$ 112,813,758_ $ 4,666,374

360
380
381

Post Test Year Plant
Collection Sewers - Force
Treatment and Disposal Equip.
Plant Sewers

2.00% $
5.00%
5.00%

$ $

Less: Amort. of CIAC $ 40,562,307 4.2897% $

$

(1 ,740,003)

2,926,371

$ 2,212,891

Total Depreciation Expense

Adjusted Test Year Depreciation Expense

increase (decrease) in Depreciation Expense 713,480

Line
M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48

Adjustment to Revenues and/or Expenses $ 713,480

SUPPORTING SCHEDULES
B-2, page 3



Johnsen Utilities - Wastewater Division Alternative 1 at 10.0% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
VWtness: Bourassa

$ 11,354,014
11,354,014
11,812,913
11,506,981
23,013,961

$
$

Adjusted Revenues in year ended 12/31/07
Adjusted Revenues in year ended 12/31/07
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment

$

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 23,013,961
23.0%

5,293,211
14.0380%

Property Tax
Tax on Parcels

743,059
8,108

$Total Property Tax at Proposed Rates
Property Taxes in the test year
Change in Property Taxes $

751,168
722,023
29,145

Line
No.
1 Prooertv Taxes:
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses $ 29,145



ALTERNATIVE 1

WASTEWATER DIVISIUN

11.89%



Johnson Utilities - Wastewater Division - Alternative 1 at 11.89% ROF
Test Year Ended December 31, 2007

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 16,572,869

1,191,497Adjusted Operating Income

Current Rate of Return 7.19%

$ 1,970,514Required Operating Income

Required Rate of Return on Fair Value Rate Base 11.89%

$ 779,017Operating Income Deflciency

Gross Revenue Conversion Factor 1 .0000

Increase in Gross Revenue
Requirement $ 779,017

Line

no*
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

$
$
$

11,354.014
779,017

12,133,031
6.86%



Johnson Utilities - Wastewater Division - Alternative 1 at 11.89% ROR
Test Year Ended December 31, 2007

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 112,813,758
7,203,180

$ 112,813,758
7,203,180

Net Utility Plant in Service $ 105,610,578 $ 105,610,578

52,231,631 52,231,631

Less:
Advances in Aid of

Construction
Contributions in Aid of

Construction - Net of amortization 36,806,078 36,806,078

Deferred Income Taxes 8< Credits

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base $ 16,572,869 $ 16,572,869

Line

N9-
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULES:
B-2

\



Johnson Utilities - Wastewater Division - Alternative 1 at 11.89% ROF
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
Witness: Bourassa

ROO
Adjusted
End of

Test Year
Proforma

Adiustments

Adjusted
of

Test Year
Gross Utility
Plant in Service $ 95,566,589 17,247,170 $ 112,813,758

\.
Less :
Accumulated
Depreciation 6,375,814 827,366 7,203,180

Net Utility Plant
in Service $ 89,190,775 $ 16,419,803 $ 105,610,578

Less:
Advances in Aid of
Construction 52,231,631 52,231,631

Contributions in Aid of
Construction - Net (16,505)

Accumulated Amort. of CIAC

40,578,812

(3,756,229)

40,562,307

(3,756,229)

Deferred Income Taxes

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Working capital

Tota I _s 136,561 $ 16,436,308 $ 16,572,869

Line

' Q
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, pages 2

RECAP SCHEDULES:
B-1
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Johnson Utilities - Wastewater Division - Alternative 1 at 11.89%ROR
Test Year Ended December 31, 2007

Income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

ROO
Test Year
Adjusted
Results

Proforma
Adiustments

Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Flat Rate Revenues
Misc, Service Revenues
Other Wastewater Revenues

$ 10,851,808 $ s 10,851,808 $ 779,017 s 11,630,825

$
502,206

11,354,014 $ $
502,206

11,354,014 $ 779,017 $
502,206

12,133,031

$ $ $

310,229
714,560

310,229
714,560

310,229
714,550

147,196
32,762

4v817,218
116,474
48,151

147,196
32,762

4,817,218
116,474
48,151

147,196
82,762

4,817,218
116,474
48,151

713,480

21,039
33,333

230,600
2,926,371

6,525
758,058

21,039
33,333

230,600
2,212,891

5,525
722,023 36,035

21,039
33,333

230,600
2,926,371

6,525
758,058

Operating Expenses
Salaries and Wages
Purchased Wastewater Treatment
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Contractual Services
Repairs and Maintenance
Rents
Transportation Expenses
lnsuranoe
Regulatory Comm. Exp. - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than income
Property Taxes
Income Tax
Reconciling Amount

Total Operating Expenses
Operating Income

s
$

19,269
9,432,271
1 ,921 ,744

$
$

(19,269)
730,246 $

(730,246) $
10,162,517

1,191,497
$
$ 779,017

$
$

10,162,517
1,970,514

Line
M
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

SUPPORTING SCHEDULES:
C-1, page 2

RECAP SCHEDULES:
A-1

s
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a

Johnson Utilities - Wastewater Division - Alternative 1 at 11.89% ROR
Test Year Ended December 31, 2007

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Final Schedule C~2
Page 2
Witness: Bourassa

Depreciation Expense

Account Adjusted
Original Cost

Proposed
Rate

Depreciation
Expense

4,032,970
429,169 14,291

19,319,040
23,742,050

(108)
(29)

386,381
474,841

(11)
(3)

351
352
353
354
355
360
361
362
363
364
365
370
371
375
380
381
382
389
390
391
393
394
395
398

7,330,753
938,614
871,194

56,150,107

0.00%
0.00%
0.00%
3.33%
5.00%
2.00%
2.00%

10.00%
10.00%
10.00%
10.00%
3.33%

12.50%
2.50%
5.00%
5.00%
3.33%
6.67%

20.00%
20.00%
5.00%

10.00%
5.00%

10.00%

916,344
23,465
43,560

2,807,505

Description
Organization
Franchises
Land and Land Rights
Structures and Improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers - Gravity
Special Collecting Structures
Services to Customers
Flow Measuring Devices
Flow Measuring Installations
Receiving Wells
Pumping Equipment
Reuse T&D
Treatment and Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other plant and Misc. Equipment
Office Furniture and Equipment
Transportation Equipment
Tools, Shop and Garage Equipment.
Laboratory Equipment
Power Operated Equipment
Other TangiblePlant

TOTALS $ 112,813,758 $ 4,666,374

360
380
381

Post Test Year Plant
Collection Sewers - Force
Treatment and Disposal Equip.
Plant Sewers

2.00% $
5.00%
5.00%

$ $

Less: Amory. of CIAC $ 40,562,307 4.2897% $

$

(1 ,740,003)

2,926,371

$ 2,212,891

Total Depreciation Expense

Adjusted Test Year Depreciation Expense

Increase (decrease) in Depreciation Expense 713,480

Line
FELL
1
2
3
4
5
6
7
B
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
4B

Adjustment to Revenues and/or Expenses $ 713,480

SUPPORTING SCHEDULES
B-2, page 3



Johnson Utilities - Wastewater Division - Alternative 1 at 11.89% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
Witness: Bourassa

Prooertv Taxes:

$

$
$

11,354,014
11,354,014
12,133,031
11,613,686
23,227,373

Adjusted Revenues in year ended 12/31/07
Adjusted Revenues in year ended 12/31/07
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Progess at 10%
Deduct: `
Book Value of Transportation Equipment

$

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 23,227,373
23.0%

5,342,296
14.03B0%

Property Tax
Tax on Parcels

749,950
8,108

$Total Property Tax at Proposed Rates
Property Taxes in the test year
Change in Property Taxes $

758,058
722 v023

35,035

Line

FILL
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses _s 35,035



EXHIBIT C

ALTERNATIVE 2
SUPPORTING
SCHEDULES
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\

Johnson Utilities - Water Division - Alternative 2 at8.18% ROR
Test Year Ended December 31, 2007

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 2,548,471

3,569,886Adjusted Operating Income

Current Rate of Return 140.08%

$ 208,465Required Operating Income

Required Rate of Return on Fair Value Rate Base 8.18%

$Operating Income Deficiency

Gross Revenue Conversion Factor

(3,361 ,421)

1.0000
J

Increase in Gross Revenue
Requirement $ (3,361,421)

Line

NQ*
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

$
$
$

13,172,899
(3,361,421)
9,811,477

-25.52%



Johnson utilities - Water Division - Alternative 2 at8.18% ROR
Test Year Ended December 31, 2007

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

)

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 71 ,861 ,453
5,464,534

$ 71 ,861 ,453
5,464,534

Net Utility Plant in Service $ 66,396,919 $ 66,396,919

36,519,048 36,519,048

Less:
Advanoes in Aid of

Construction
Contributions in Aid of

Construction - Net of amortization
Meter and Service Line Advances
Deferred Income Taxes 8~ Credits
Investment tax Credits
Shared Gain on Well

20,549,629
6,779,771

20,549,629
6,779,771

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base s 2,548,471 $ 2,548,471

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULES:
B-2

r



Johnson utilities - Water Division - Alternative 2 at 8.18% ROF
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
V\Atness: Bourassa

\

ROO
Adjusted
End of

Test Year Adiustments

Adjusted
End of

Test year
Gross Utility
Plant in Service $ 61,885,608 9,975,844 $ 71,861,453

Less :
Accumulated
Depreciation 4,969,249 495,285 5,464,534

Net Utility Plant
in Service $ 56,916,359 $ 9,480,560 $ 66,396,919

Less :
Advances in Aid of
Construction 36,519,048 36,519,048

Contributions in Aid of
Construction - Net 29,591,196 (6,931 ,078) 22,660,118

Accumulated Amortization of CIAC (2, 110,489)

6,779,771

(2,110,489)

6,779,771Meter and Service Line Advances
Deferred Income Taxes
Investment Tax Credits
Shared Gain on Well

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Working capital

Tote I $ (13,863,166)_ ___s 16,411,638 $ 2,548,471

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, page 2

RECAP SCHEDULES:
B-1
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Johnson Utilities - Water Division - Alternative 2 at 8.18% ROF
Test Year Ended December 31, 2007

Income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

ROO
Test Year
Adjusted
Results Adjustment

Final
Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

$ 12,843,604 $ $ 12,843,604 $ (3,361,421) $ 9,482,183

$
329,295

13,172,899 $ $
329,295

13,172,899 s (3,:a61,421) $
329,295

9,811 ,477

$ - s
(2,558,930)

$
2,893,878

818,280
16,189
8,534
1,119

5,877,591
55,007
53,444

334,948
818,280
16,189
8,534
1,119

5,877,591
55,007
53,444

334,948
818,280
16,189

8,534
1,119

5,877,591
55,007
53,444

21,565 21,565 21,565

33,333
255,555
884,007 470,159

33,333
255,555

1 ,354,166

33,333
255,555

1,354,166

842,958 (69,676) 773,282 773,282

Operating Expenses
Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Water Testing
Rents
Transportation Expenses
Insurance - General Liability
insurance - health and Life
Reg. Commission Exp. - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than income
Property Taxes
Income Tax
Reconciling Amount

Total Operating Expenses
Operatin Income

$
$

7,587
11 ,7691046
1 ,403,852

(7,587)
s (2,166,034) s
s 2,166,034 $

9,603,012
3,569,886

$
$

$
(3,361,421) $

9,603,012
208,465

Line
no.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
to
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

SUPPORTING SCHEDULES:
C-1, page 2

RECAP SCHEDULES:
A-1

r
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Johnson Utilities - Water Division - Alternative 2 at 8.18% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
Witness: Bourassa

Property Taxes:

$ 13,172,899
13,172,899

9,811,477
12,052,425
24,104,850

$
$

Adjusted Revenues in year ended 12/31/07
Adjusted Revenues in year ended 12/31/07
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment

$

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 24,104,850
23.0%

5,544,115
13.9264%

Property Tax
Tax on Parcels

772,098
1 ,184

$Total Property Tax at Proposed Rates
Property Taxes per ROO
Change in Property Taxes $

773,282
842,958
(89,676)

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses $ (69,676)
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Johnson Utilities - Water Division - Alternative 2 at10% ROR
Test Y_ear Ended December 31, 2007

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base s 2,548,471

3,568,874Adjusted Operating Income

Current Rate of Return 140.04%

$ 254,847Required Operating Income

Required Rate of Return on Fair Value Rate Base 10.00%

Operating Income Deficiency

Gross Revenue Conversion Factor

$ (3,314,027)

1.0000

Increase in Gross Revenue
Requirement $ (3,314,027)

Line

NQ__
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% increase

$
$
$

13,172,899
(3,314,027)
9,858,872

-25.16%



Johnson Utilities - Water Division - Alternative 2 at 10% ROR
Test Year Ended December 31 , 2007

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 71 ,861,453
5,464,534

$ 71,861 ,453
5,464,534

Net Utility Plant in Service $ 66,396,919 $ 66,396,919

36,519,048 36,519,048

Less:
Advances in Aid of

Construction
Contributions in Aid of

Construction - Net of amortization
Meter and Service Line Advances
Deferred Income Taxes & Credits
Investment tax Credits
Shared Gain on Well

20,549,629
6,779,771

20,549,629
6,779,771

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base $ 2,548,471 $ 2,548,471

Line

tiQ-
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULES:
B-2



Johnson Utilities - Water Division - Alternative 2 at 10% ROF
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
Witness: Bourassa

ROO
Adjusted
End of

Test Year Adiustments

Adjusted
End of

Test Year
Gross Utility
Plant in Service $ 61,885,608 9,975,844 $ 71,861 ,453

Less :
Accumulated
Depreciation 4,969,249 495,285 5,464,534

Net Utility Plant
in Service $ 56,916,359 $ 9,480,560 $ 66,396,919

Less:
Advances in Aid of
Construction 36,519,048 36,519,048

Contributions in Aid of
Construction - Net (6,931 ,078)

Accumulated Amortization of CIAC

29,591,196

(2,110,489)

6,779,771

22,660,118

(2,110,489)

6,779,771Meter and Service Line Advances
Deferred Income Taxes
Investment Tax Credits
Shared Gain on Well

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Working capital

Total $ <13,863,1§§l 16,411,638 $ 2,548,471

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, page 2

RECAP SCHEDULES:
B-1
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Johnson Utilities - Water Division - Alternative 2 at 10% ROR
Test Year Ended December 31, 2007

income Statement

Exhibit
Schedule C-1
Page 1
V\htness: Bourassa

ROO
Adjusted
Test Year
Results Adiustment

Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

$ 12,843,604 $ $ 12,843,604 $ (3,314,027) $ 9,529,577

$
329,295

13,172,899 $ $
329,295

13,172,899 $ (3,314,027) $
329,295

9,858,872

$ - s
(2,558,930)

$
2,893,878

818,280
16,189
8,534
1 ,119

5,877,591
55,007
53,444

334,948
818,280
16,189

8,534
1 ,119

5,877,591
55,007
53,444

334,948
818,280
16,189
8,534
1 ,119

5,877,591
55,007
53,444

21,565 21,565 21,565

33,333
255,555
884,007 470,159

33,333
255,555

1 ,354,166

33,333
255,555

1,354,166

842,958 (68,664) 774,294 774,294

Operating Expenses
Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Water Testing
Rents
Transportation Expenses
insurance - General Liability
lnsuranoe - health and Life
Reg. Commission Exp. - Rate Case
Misoellaneous Expense
Depreciation Expense
Taxes Other Than Income
Properly Taxes
Income Tax
Reconciling Amount

Total Operating Expenses
Operating Income

$
$

7,587
11 ,769,046
1 ,403,852

(7,587)
$ (2,165,022> $
$ 2,165,022 $

9,604,024
3,568,874

$
$

- s
(3,314,027) $

9,604,024
254,847

Line

n
1
2
3
4

5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

SUPPORTING SCHEDULES:
C-1, page 2

RECAP SCHEDULES:
A-1

\
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Johnson Utilities - Water Division - Alternative 2 at 10% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule c-2
Page 3
V\htness: Bourassa

Prooertv Taxes:

$

$
$

13,172,899
13,172,899
9,858,872

12,068,223
24,136,446

$

Adjusted Revenues in year ended 12/31/07
Adjusted Revenues in year ended 12131/07
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Pregess at 10%
Deduct:
Book Value of Transportation Equipment

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 24,136,446
23.0%

5,551 ,383
13.9264%

Property Tax
Tax on Parcels

773,110
1,184

Total Property Tax at Proposed Rates
Property Taxes per ROO
Change in Property Taxes

$ 774,294
842,958

Line

'LIL
,1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
25

27
28

Adjustment to Revenues and/or Expenses $ (B8,664)

$ £68964)

v
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Johnson Utilities - Water Division - Alternative 2 at 11.89% ROF
Test Year Ended December 31, 2007

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
V\Atness: Bourassa

Fair Value Rate Base $ 2,548,471

3,567,823Adjusted Operating Income

Current Rate of Return 140.00%

$ 303,013Required Operating Income

Required Rate of Return on Fair Value Rate Base 11.89%

Operating Income Deficiency

Gross Revenue Conversion Factor

$ (3,264,810)

1.0000

Increase in Gross Revenue
Requirement $ (3,264,810)

Line

NQ...
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

$
$
$

13,172,899
(3,264,810)
9,908,089

-24.78%

J



Johnson Utilities - Water Division - Alternative 2 at 11.89% ROR
Test Year Ended December 31, 2007

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 71,861,453
5,464,534

$ 71,861,453
5,464,534

Net Utility Plant in Service $ 66,896,919 $ 66,396,919

36,519,048 36,519,048

Less:
Advances in Aid of

Construction
Contributions in Aid of

Construction - Net of amortization
Meter and Service Line Advances
Deferred Income Taxes 8¢ Credits
Investment tax Credits
Shared Gain on Well

20,549,629
6,779,771

20,549,629
6,779,771

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base $ 2,548,471 $ 2,548,471

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULES:
B-2



Johnson Utilities - Water Division - Alternative 2 at 11.89% ROF
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
Witness: Bourassa

Line
' M

ROO
Adjusted
End of

Test Year Adiustments

Adjusted
End of

Test Year
Gross Utility

Plant in Service $ 61,885,608 9,975,844 $ 71,861,453

Less:
Accumulated
Depreciation 4,969,249 495,285 5,464,534

Net Utility Plant
in Service $ 56,916,359 $ 9,480,560 $ 66,396,919

Less :
Advances in Aid of
Construction 36,519,048 36,519,048

Contributions in Aid of
Construction - Net (6,931 ,078)

Accumulated Amortization of CIAC

29,591,196

(2,110,489)

6,779,771

22,660,118

(2,110,489)

6,779,771Meter and Service Line Advances
Deferred Income Taxes
Investment Tax Credits
Shared Gain on Well

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Working capital

Tata I $  ( 1 3,863,166) $ 16,411,638 $ 2,548v471

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, page 2

RECAP SCHEDULES:
B-1
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Johnson Utilities - Water Division - Alternative 2 at 11.89% ROF
Test Year Ended December 31, 2007

Income Statement

Exhibit
Schedule C-1
Page 1
V\htness: Bourassa

ROO
Adjusted
Test Year
Results Adjustment

Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Metered Water Revenues
Unmetered Water Revenues
Other Water Revenues

$ 12,843,604 $ $ 12,843,604 $ (3,264,810) $ 9,578,794

$
329,295

13,172,899 $ $
329,295

13,172,899 $ (3,264,810) $
329,295

9,908,089
Operating Expenses

$ - $
(2,558,930)

$
2,893,878

818,280
16,189
8,534
1,119

5,877,591
55,007
53,444

334,948
818,280
16,189

8,534
1,119

5,877,591
55,007
53,444

334,948
818,280

16,189
8,534
1,119

5,877,591
55,007
53,444

21 ,565 21,565 21,565

33,333
255,555
884,007 470,159

33,333
255,555

1 ,354,166

33,333
255,555

1 ,354,166

Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies and Expense
Outside Services
Water Testing
Rents
Transportation Expenses
lnsuranoe - General Liability
lnsuranoe - health and Life
Reg. Commission Exp, - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax

842,958 (67,613) 775,345 775,345

Reconciling Amount
Total Operating Expenses
Operating Income

s
$

7,587
11 ,`/69,046

1 ,403,852

(7,587)
$ (2,163,971) $
$ 2,163,971 $

9,605,075
3,567,823

$
$

- s
(3,264,810) $

9,605,075
303,013

Line

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
LB
19
20
21
22
23
24
25
25
27
28
29
30
31
32

SUPPORTING SCHEDULES:
C-1, page 2

RECAP SCHEDULES;
A-1
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Johnson Utilities - Water Division - Alternative 2 at 11.89% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
Witness: Bourassa

$

$
s

13,172,899
13,172,899

9,908,089
12,084,629
24,169,258

Adjusted Revenues in year ended 12/31/07
Adjusted Revenues in year ended 12/31/07
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment

$

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 24,169,258
23.0%

5,558,929
13.9264%

Property Tax
Tax on Parcels

774,161
1,184

$Total Property Tax at Proposed Rates
Property Taxes per ROO
Change in Property Taxes $

775,345
842,958
(67,613)

Line

*.LL_
1 Pronertv Taxes:
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses $ (67,613

1



Johnson Utilities - Wastewater Division - Alternative 2 at 8.18% ROR
Test Year Ended December 31, 2007

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
Vvhtness: Bourassa

Fair Value Rate Base $ 14,206,626

1,352,871Adjusted Operating Income

Current Rate of Return 9.52%

S 1,162,102Required Operating Income

Required Rate of Return on Fair Value Rate Base 8.18%

Operating Income Deficiency

Gross Revenue Conversion Factor

$ (190,769)

1.0000

Increase in Gross Revenue
Requirement $

Line
HQ*

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

$
$
$

(190,769)

11,354,014
(190,769)

11,163,245
-1 .68%



ALTERNATIVE 2
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Johnson Utilities - Wastewater Division - Alternative 2 at 8.18% ROR
Test Year Ended December 31, 2007

Summary of Rate Base
4

Exhibit
Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 110,184,599
6,940,265

$ 110,184,599
6,940,265

Net Utility Plant in Service $ 103,244,335 $ 103,244,335

Less:
Advances in Aid of
Construction

Contributions in Aid of
Construction - Net of amortization

52,231 ,631

36,806,078

52,231,631

36,806,078

Deferred Income Taxes & Credits

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base $ 14,206,626 $ 14,206,626

Line

NO.
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULES:
B-2

4



Johnson utilities - Wastewater Division - Alternative 2 at 8.18% ROR
Test Year Ended December 81, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
Witness: Bourassa

R o o
Adjusted
End of

Test Year
Proforma

Adiustments

Adjusted
of

Test Year
Gross Utility

Plant in Service $ 95,566,589 14,618,010 $ 110,184,599

Less:
Accumulated
Depreciation 6,375,814 564,450 6,940,265

Net Utility Plant
in Service $ 89,190,775 $ 14,053,560 $ 103,244,335

Less :
Advances in Aid of

Construction 52,231,631 52,231 ,631

Contributions in Aid of
Construction - Net 40,578,812 (16,505) 40,562,307

Accumulated Amos, of CIAC (3,756,229) (3,756,229)

Deferred Income Taxes

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Working capital

Total $ 136,561 $ 14,070,065 $ 14,206,626

Line
No.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
1 g
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, pages 2

RECAP SCHEDULES:
B-1

r
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Johnson Utilities - Wastewater Division - Alternative 2 at 8.18% ROR
Test Year Ended December 31, 2007

Income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

ROO
Test Year
Adjusted
Results

Proforma
Adjustments

Final
Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Flat Rate Revenues
Misc. Service Revenues
Other Wastewater Revenues

$ 10,851,808 $ $ 10,851,808 $ (190,769) $ 10,661,039

$
502,206

11,354,014 $
502,206

$ 11,354,014 $ (190,769) $
502,206

11,163,245

$ $ s

310,229
714,560

310,229
714,560

310,229
714,560

147,196
32,762

4,817,218
116,474
48,151

147,196
32,762

4,817v21B
116,474
48,151

147,196
32,762

4,817,218
116,474

48,151

572,981

21,039
33,333

230,600
2,785,872

6,525
737,184

21,039
33,333

230,600
2,785,872

6,525
737,184

21,039
33,333

230,600
2,212,891

6,525
722,023 15,161

Operating Expenses
Salaries and Wages
Purchased Wastewater Treatment
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Contractual Services
Repairs and Maintenance
Rents
Transportation Expenses
Insurance
Regulatory Comm. Exp. - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax
Reconciling Amounts

Total Operating Expenses
Operating Income

$
$

19,269
9,413,002
1,941,013

$
$

(19,269)
588,141 $

(588,141) $
10,001,143
1,352,871

$
$

$
(190,769) $

10,001,143
1,162,102

Line
NO
1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

SUPPORTING SCHEDULES:
C-1, Page 2

RECAP SCHEDULES:
A-1
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Johnson Utilities - Wastewater Division - Alternative 2 at 8.18% ROR
Test Year Ended December 31, 2007

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Schedule C-2
Page 2
Witness: Bourassa

Depreciation Expense
Final

Adjusted
Original Cost

Proposed
Rate

Depreciation
Expense

4,032,970
429,169 14,291

19,247,477
23,669,231

(108)
(29)

384,950
473,385

(11 )
(3)

Account
? 4
351
352
353
354
355
360
361
362
363
364
365
370
371
375
380
381
382
389
390
391
393
394
395
398

6,923,908
938,614
871 ,194

54,072,175

0.00%
0.00%
0.00%
3.33%
5.00%
2.00%
2.00%

10.00%
10.00%
10.00%
10.00%
3.33%

12.50%
2.50%
5.00%
5.00%
3.33%
6.67%

20.00%
20.00%
5.00%

10.00%
5.00%

10.00%

865,488
23,465
43,560

2,703,609

Description
Organization
Franchises
Land and Land Rights
Structures and Improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers - Gravity
Special Collecting Structures
Services to Customers
Flow Measuring Devices
Flow Measuring InstallationS
Receiving Wells
Pumping Equipment
Reuse T&D
Treatment and Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Plant and Misc. Equipment
Office Furniture and Equipment
Transportation Equipment
Tools, Shop and Garage Equipment.
Laboratory Equipment
Power Operated Equipment
Other Tangibleplant

TOTALS $ 110,184,599 $ 4,508,734

360
380
381

Post Test Year Plant
Collection Sewers - Force
Treatment and Disposal Equip.
Plant Sewers

2.00% $
5.00%
5.00%

$ $

Less: Amory. of CIAC $ 40,562,307 4.2474% $ (1 ,722,862)

Total Depreciation Expense s 2,785,872

$ 2,212,891Adjusted Test Year Depreciation Expense

Increase (decrease) in Depreciation Expense 572,981

Line

MQ
1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

29

30
31
32
33
34
35
36
37
38
39
40
41
42
43

44
45

46
47
48

Adjustment to Revenues and/or Expenses $ 572,981

SUPPORTING SCHEDULES
B-2, page 3



Johnson Utilities - Wastewater Division - Alternative 2 at 8.18% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
V\litness: Bourassa

Prooertv Taxes:

$

$
$

11,354,014
11,354,014
11,163,245
11,290,424
22,580,849

Adjusted Revenues in year ended 12/31/07
Adjusted Revenues in year ended 12/31/07
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add :
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment

$

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 22,580,849
23.0%

5,193,595
14.0380%

Property Tax
Tax on Parcels

729,075
8,108

$Total Property Tax at Proposed Rates
Property Taxes in the test year
Change in Property Taxes $

737,184
722,023
15,161

4

Line
No.
1
2
3
4
5
G
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses $ 15,161
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Johnson utilities - Wastewater Division - Alternative 2 at 10.0% ROF
Test Year Ended December 31, 2007

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 14,206,626

Adjusted Operating Income 1,347,183

Current Rate of Return 9.48%

$ 1,420,663Required Operating Income

Required Rate of Return on Fair Value Rate Base 10.00%

Operating Income Deficiency $ 73,479

Gross Revenue Conversion Factor 1 .0000

Increase in Gross Revenue
Requirement $ 73,479

Line

HQ*
1
2

3
4

5
6
7
8

g
10
11

12
13

14
15
16

17

18
19
20

21
22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

$
$
$

11,354,014
73,479

11,427,494
0.65%



Johnson Utilities - Wastewater Division - Alternative 2 at 10.0% ROR
Test Year Ended December 31, 2007

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 110,184,599
6,940,265

$ 110,184,599
6,940,265

Net Utility Plant in Service $ 103,244,335 $ 103,244,335

Less:
Advances in Aid of

Construction
Contributions in Aid of

Construction - Net of amortization

52,231,631 52,231,631

36,806,078 36,806,078

Deferred Income Taxes & Credits

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base $ 14,206,626 $ 14,206,626

Line
No.
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULES:
B-2



Johnson Utilities - Wastewater Division - Alternative 2 at 10.0% ROR
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
Witness: Bourassa

ROO
Adjusted
End of

Test Year
Proforma

Adiustments

Adjusted
of

Test Year
Gross Utility

Plant in Service $ 95,566,589 14,618,010 $ 110,184,599

Less :
Accumulated
Depreciation 6,375,814 564,450 6,940,265

Net Utility Plant
in Service $ 89,190,775 $ 14,053,560 $ 103,244,335

Less :
Advances in Aid of

Construction 52,231 ,631 52,231 ,631

Contributions in Aid of
Construction - Net 40,578,812 (16,505) 40,562,307

Accumulated Amort. of CIAC (3,756,229) (3,756,229)

Deferred Income Taxes

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Working capital

Total $ 136,561 $ 14,070,065 _s 14,206,526

Line

NO.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, pages 2

RECAP SCHEDULES:
B-1
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Johnson Utilities - Wastewater Division - Alternative 2 at 10.0% ROR
Test Year Ended December 81, 2007

Income Statement

Exhibit
Schedule C-1
Page 1
Vs/itness: Bourassa

ROO
Test Year
Adjusted
Results

Proforma
Adjustments

Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
Increase

Revenues
Flat Rate Revenues
Misc. Service Revenues
Other Wastewater Revenues

$ 10,851,808 $ $ 10,851,808 $ 73,479 $ 10,925,287

$
502,208

11,354,014 $
502,206

$ 11,354,014 $ 73,479 $
502,206

11 ,427,494

$ $ $

310,229
714,560

310,229
714,560

310,229
714,560

147,196
32,762

4,817,218
116,474
48,151

147,196
32,762

4,817,218
116,474
48,151

147,196
32,762

4,817,218
115,474
48,151

572,981

21 ,039
33,333

230,600
2,785,872

6,525
742,871

21 ,039
33,333

230,600
2,785,872

6,525
742,871

21 ,039
33,333

230,600
2,212,891

e,s25
722,023 20,848

/

Operating Expenses
Salaries and Wages
Purchased Wastewater Treatment
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Contractual Services
Repairs and Maintenance
Rents
Transportation Expenses
lnsuranoe
Regulatory Comm. Exp. - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Tax
Reconciling Amount

Total Operating Expenses
Operating Income

$
$

19,269
9,432,271
1,921 ,744

$
$

(19,269) -
574,580 $ 10,006,831

(574,560) $ 1,347,183
$
$ 73,479

$
$

10,006,831
1,420,663

Line
no.
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

SUPPORTING SCHEDULES:
C-1, page 2

RECAP SCHEDULES:
A-1
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Johnson Utilities - Wastewater Division - Alternative 2 at 10.0% ROR
Test Year Ended December 31, 2007

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Schedule C-2
Page 2
Witness: Bourassa

Depreciation Expense

Adjusted
Orlqinal Cost

Depreciation
Expense

4,032,970
429,169 14,291

19,247,417
23,669,231

(108)

(29)

384,950
473,385

(11)
(3)

Account
8%
351
352
353
354
355
360
361
362
363
364
365
370
371
375
380
381
382
389
390
391
393
394
395
398

Description
Organization
Franchises
Land and Land Rights
Structures and Improvements
Power Generation Equipment
Collection Sewers - Force
Collection Sewers - Gravity
Special Collecting Structures
Services to Customers
Flow Measuring Devices
Flow Measuring Installations
Receiving Wells
Pumping Equipment
Reuse T&D
Treatment and Disposal Equipment
Plant Sewers
Outfall Sewer Lines
Other Plant and Misc. Equipment
Office Furniture and Equipment
Transportation Equipment
Tools, Shop and Garage Equipment.
Laboratory Equipment
Power Operated Equipment
Other TangiblePlant

TOTALS

6,923,908
938,614
871,194

54,072,115

proposed

M G
0.00%
0.00%
0.00%
3.33%
5.00%
2.00%
2.00%

10.00%
10.00%
10.00%
10.00%
3.33%

12.50%
2.50%
5.00%
5.00%
3.33%
6.67%

20.00%
20.00%
5.00%

10.00%
5.00%

10.00%

865,488
23,465
43,560

2,703,609

_E 110,184,599 $ 4,508,734

360
380
381

Post Test Year Plant
Collection Sewers - Force
Treatment and Disposal Equip.
Plant Sewers

2.00% $
5.00%
5.00%

s $

Less: AmorL of CIAC $ 40,562,307 4.2474% $

$

(1,722,852)

2,785,872

4

$ 2,212,891

Total Depreciation Expense

Adjusted Test Year Depreciation Expense

Increase (decrease) in Depreciation Expense 572,981

Line

NO
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

29

30
31
32
33
34
35
36
37
38
39
40
41
42
43

44
45

46
47
48

Adjustment to Revenues and/or Expenses $ 572,981

SUPPORTING SCHEDULES
B-2, page 3



Johnson Utilities - Wastewater Division - Alternative 2 at 10.0% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
Witness: Bourassa

Prooertv Taxes:

$ 11,354,014
11,354,014
11,427,494
11,378,507
22,757,015

$
$

Adjusted Revenues in year ended 12/31/07
Adjusted Revenues in year ended 12/31/07
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Process at 10%
Deduct:
Book Value of Transportation Equipment

$

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 22,757,015
23.0%

5,234,113
14.0380%

Property Tax
Tax on Parcels

734,763
8,108

$Total Property Tax at Proposed Rates
Property Taxes in the test year
Change in Property Taxes $

742,871
722,023
20,848

Line

MY
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
LB
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses 3 20,848



Johnson Utilities - Wastewater Division - Alternative 2 at 11.89% ROR
Test Year Ended December 31, 2007

Computation of Increase in Gross Revenue
Requirements As Adjusted

Exhibit
Schedule A-1
Page 1
Witness: Bourassa

Fair Value Rate Base $ 14,206,626

Adjusted Operating Income 1,341,277

Current Rate of Return 9.44%

Required Operating Income $ 1 ,689,168

Required Rate of Return on Fair Value Rate Base 11.89%

Operating Income Deficiency $ 347,891

Gross Revenue Conversion Factor 1 .0000

Increase in Gross Revenue
Requirement $ 347,891

Line

NQ*
1

2

3
4

5

6
7

8
9

10
11

12
13

14

15

16

17

18
19

20
21

22

Test Year Adjusted Revenues
Increase in Revenue Requirement
Prposed Revenue Requirement
% Increase

s
$
$

11,354,014
347,891

11,701,905
3.06%



Johnson Utilities - Wastewater Division - Alternative 2 at 11.89% ROR
Test Year Ended December 31, 2007

Summary of Rate Base

Exhibit
Schedule B-1
Page 1
Witness: Bourassa

Original Cost
Rate base

Fair Value
Rate Base

Gross Utility Plant in Service
Less: Accumulated Depreciation

$ 110,184,599
6,940,265

$ 110,184,599
6,940,265

Net Utility Plant in Service $ 103,244,335 s 103,244,335

Less:
Advances in Aid of

Construcztion
Contributions in Aid of

Construction - Net of amortization

52,231 ,631 52,231,631

36,806,078 36,806,078

Deferred Income Taxes & Credits

Plus:
Prepayments
Materials and Supplies
Deferred Assets
Allowance for Working Capital

Total Rate Base $ 14,206,626 $ 14,206,626

Line
No.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

SUPPORTING SCHEDULES:
B-2
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Johnson Utilities - Wastewater Division - Alternative 2 at 11.89% ROR
Test Year Ended December 31, 2007

Original Cost Rate Base Proforma Adjustments

Exhibit
Schedule B-2
Page 1
VWtness: Bourassa

R o o
Adjusted
End of

Test Year
Proforma

Adiustments

Adjusted
of

Test Year
Gross Utility

Plant in Service $ 95,566,589 14,618,010 $ 110,184,599

Less :
Accumulated
Depreciation 6,375,814 564,450 6,940,265

Net Utility Plant
in Service $ 89,190,775 $ 14,053,560 $ 103,244,335

Less :
Advances in Aid of

Construction 52,231 ,631 52,231,631

Contributions in Aid of
Construction - Net 40,578,812 (16,505) 40,562,307

Accumulated Amort. of CIAC (3,756,229) (3,756,229)

Deferred Income Taxes

Plus:
Prepayments .
Materials and Supplies
Deferred Assets
Working capital

Total _$ 136,561 $ 14,070,065 s 14,206,626

Line
No.
1
2
3
4
5
6
7
8
9
IO
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34
35
36
37
38
39
40
41
42
43
44
45
46

SUPPORTING SCHEDULES:
B-2, pages 2

RECAP SCHEDULES:
B-1



ID
(p
~_
o
we
UP
w

v'
m
*Q

r e
cm
N

_
co
LD
P-_
FJ
No'

I I I I | I

wN
:Q
wQ
° l
fr
1 "

|.
3 8
%*>-

i i 8
< I-

m
m

_
11'
no

_
Q
1"

m
(kg
Q
8,
"Q
m
ov'

F'
of

Nin

r-o

N
co
Lrg.
o
-4-

tn
w.J
D
D
up

8
8

<>' 3cm m
- 8
}§8o°'
£595
lJJu)G.

vo vo vo

D.
<
o
up
no

I I l

W

W

'o
g
= o

~§s]o
:
D

I

I-D

m_
(Dv'\_¢

I

in

Lm
Q

w

e a vo

N E Q

w8-:

1: c8 om $5
.Q
o

o
I n

'4
<-so
m

o
u'>
q.
q-
w
I-D

!"l
o
in
ac
~=r
<0
mw-v

z
o
ac
BE
m
Q
1-

NN c
¢»l~> o ,,, UP

o

ea

_

.8
z
0
"Pc
8c
2
o.

o
1"
Q
no
1'

q1-

1-
Q.
oo
T*
( _
11-
1 '

Q1-
Q
no
1-
'Q
qv'

a
u) vo

'u E03'5;>
o 88..Cz3uJv£

| -

ea

m
no
LQ
w
LD
'-Q
m
m

q
1-
et
I-D
I*-
m_
(D

he

ID
I-
t--_
O
m
v-
cm
of

of
c.o_

o">
'*l
N
m

NT'

w
r-
*Q
o
<1'

/"m
m
N
N.
£0
I-D
'E
m-.4

I I I I I I
1-
LO
I-D_
ro
¢*:
1-

83%
$58:E~8
34-»
=~ 8

82
$33
3
3
E

2'
o

an he fn

E
gas
4-1 .E

'U
2 .3N 4-1
3 .Q

5 E 8Q.
G)

c
_cu
0-cu
8,~.Q
3 8
28-*cn
'-5.9z

"5
ems
< 2
.E 9

3%o

§ 8
- m

88
O

8
23

3O
'i. '~>l;8

U
3¢'¢»s==
I"J 8°8-o N N 2
W é é s
(Q I I I
i v - n m

&'s`""4-9
m

8 3
Mn. "al

<¢ :>

*
o
jg
.58
w e

8:8
a§ 8
Ia o

u3<0

O
s
o
"5
e
o
E
<
3
_cu
5
E
3
<

80lGD

88
28

EE
3%
O D

3
,g

l - ' E E E
E E

vo

_____:_::

w < <

ea .
o o nr':~4-\.nu:>l~cao>¢:> n<'><r~.ov.ol~oomc: n m ~ n w l ~ w o > ¢ : N3zl'NW W¢ WWrvvrvFvvvvNNNNNNNNNNWMMWMWMWWW¢;¢

8

ad



mvo
3

N :om
.=§=»'¢
98 u>"'.:.:mE.

|
m

+I w
'w 8_3
lin- ouaD +4 8 gW 4 |-
o N iv
n. as Ia

>>-

m

>
3 .\¢Sr cD - ea m
* l l

g Q
V u

E

E'av
g ¥

u.l§§§:-lm
8

8 8= eg

'Jo'5030
we
85
<2

o

Q au
I'- (D

| U ) P

N mm NQ v
v

I

v-
|--v '
1"

U)
of

|*- co o N
¢_ Q 1- """

'; 3
N_ *Q
o> cf:W (\l

we-q Lf)
G\"UJ|*-| | | @ m v F | | |
M W W N
c°~|cnr-r-
<=z==>°=><=z
no qID

q- v
O) I-D
v* W
1'  M
l*- Lm
® 1"-

I I I I

|

i

m
O)

i I-O
q
of
Iv'

Y'
F

69

he

he

he

(DN
q.
m
N
C"'J

r-
of
C")
F

(\IN

a

I

mm| | | I lg
of1"

1-1"

ea

coN
Q.
gr)N

m

ea

r-of
Q
o
n.n-

he

as

I

I

ea

mof
fn
coco
LQ
Lm
m

en

1-
Q
-we
1'-

Q1"
m

in

Q1"
Q
no1*
(D_
r '

he ea

I
Q G)Lm LT| m N
v  4U) F
N

ooo-'amcaoacoooooWC\lCD|'\-
coc'~l--*
<1-u0

I

no N
Lo m
c:>. w_
1-" LD
o r--
co

of' r -
q-|*-
-q-

I I a I I I I
ofcm
com
of

no
03
-Q
co
m

no' t oNn u

' o

.82:433 m
'° 8s

4-8
c
.Q

he

I

we-c\lGif)l r ._\.f>_
cocoNG)Lr>_c~'>
(*)

I
o> v" of WD W v" t'*~q- 1- €"J r'
M 1- q 1-"8 1-0m
In o
1'  N

I I
no mr- r-4 €") Q
c: of-=r mco_1--
CD

he

m
ofI | I I I I I I I LD
(DID
LQLf)m

qr-
LD
we

no
q-

1

G)m
(D
(O
LQ
I-O
GJ

._
8
2:
3
I-
¢̀7>
o
D..
w
N

mp:

-58
883x85

<':
o

W an

'D
G.)
E
Ia¢D
m
3
8

-9
o

8 at'
E 288-3

'E
WEEar
WE
u -

§
g

§ Q g;
§:8,

3888
a>§
$3593 9

§
E
.g

to
c»  <4 .8

.Q
Cl

1

mc
L:
5
8
Q
q)o.

l

- 6
8 8 8 8¢.E8 3

__ ' _ : u

338893588 E g 3§§§E§-§
88=» @9282 9 §S§8"W§§
2 §§§§§8 % s g 9 § e = & 8 3 § 8

gggswa ""°233 t o - " "=€§°a§§',§ § § § 83§ %3§ § 8@==§888580
0525 I. _' ' § 8§ § ~ 8 . 8

88334838558 a8 8§§§E§§§8

(D
2'F-
O
| -

E
w"?
.E
.LL:
2
D.
c

wancu
9D
U)'u

H
: 'WNW8WQFN®VWOFWOWN®Gy&VWW°°u>1n1n u>¢o<o¢ncoco<or~.r~l-oooooocoaaa>cr:a>o>o>slmmmmmncommmmvvmmmvvmnvvmmnwm

w

8G)
__</J
W E
$949
,_ ,a
8
*z. .
g m
D..

w.Q
3m
'o?.E+LC
.EEQ.

w
8
930c

o E 4- Q-I3 w w

( <

w
.Q
E

<3
E
.L
_so
D.
o. -wc

Ew
'U
<

.3
-Q

W§$L3
3 3 3
8~'~§
8 4 6 4 >

88338

3333
up .
. s ° l__,z

o n m v \n ¢o l~ oo o> o n m v m N W W O n m lD < D N Q U ! O N v W N*Nwwww wwF§ FFF-» ~vn§nnnn8nnnmmwm§nmmmmv;v v8vv3

J



3
~. 8

'-"m"1§0»
8

§ 5§ '§wma

2 .8
H zc0 W

'a E '9Z 4-18
W'r
=5~:
< .9

D.

Q COm Lm
' Q n_

g ~¢
N

3 8 w 8'of N 3 r--
|- of N(D N 4-4
~=~:=Q1* 'p

I I
8" 1"of of

LT qSr- r-
no 'Q

-=r

I I I I | I I
of
m
'-Q
of:
m
1.11
of

8
'Qmm
<4of

89
'Q
m
m
-=r_
of

ea <49 89 9

I I I I I Iw
'52

3-g$
§&8
=I,'T.<35

a.

83 9838 9. . 8 8 . 8 ; ° u . . . § 8
aid r-°o'5"" mo

com
$39,

of 11-M-J -r I-D Nv' -4-r

ID
I 9 I I

ofo
n.

1-4
no
GO
P'-_

8
¢")
N*hi

1o he Ia
n:
34
m
no

I I I I I I I
u

1.4
Eu

om ».nm ;"
r--n co<9|.nI"-

|.n|.n
oo_Q1""C\l

o m CD
o CD x~I ;\|_ et I ¢\l_ I
Q  m m
w cm of
r- r-~

LE

1-m
QNm
cano1-

g '
888440

n:8'-9
8%

an
6 9 Ia

I I I I I I9 8ea_r-_
h-oonom
Q QN

_8
E#

<

. . - § " ~ . - - - 8 8

38" 3U.; . ..
_g 9

83"
Eva'

Gs_r~
co

0)

.3
w
w
au_
LD
UP

ea he cell

28%

gtO
omL:.c
o'1

EGe.8
D..
:1

IJJ
.-cCD
Eso

8.
Z

Eg

g 88 _ 2 e

=l3§§§§§% ? §§l §; ;

89§8§833§§;§§3§§§§é3:@§§§
3+-
o| -

4
'u
8o E
:rw
c

E
2
Q.

88
88
"Q
82"':
M,g-
88
LLl\-

E8§§§§§§§§§§§§§8§§§3§ 55§

8
8
' P

_g
D.
.E

8`
m

3
8
8E

.8

8
.é
.:.
3
Q.
_g
E
8
8
3

8_|
D
o
Lu
o
w
(D
z
|-
no
o
D.
D.
D
cm

3

v- n<'> ».n<ov~ooo> n<'\nu>r~ooa>o no I-O£DllWCD N NWC)§§l"'*">*'f>'D*°°°'°l\:\-\-"-\--\---8§gfnnnn~c~»n¢f:§<'><*>ro<'>m<~f>m9l§<r93r 5g~<-vw



8
3 3
24"

483.
348

5
a:
==m
91'1-

e.3 '
'EE

$88z~5_T
a s'Ula
<a'

58<
he

I I I I
8 9

-33.88

4-4.
I* -

I I I I I I I I I I I I I I

m
l-D

I IEQ`
1.-
¥\ _
N

I 1 I I I I I

| I | I | I

ea

3
of
¢"J.

98
W_
m

ET
Q
ofN
Q
of

ea

is
m<\1̀
LD
Q
r-

co
N

_
of
N
CD_
m

vo ea

up
Cal
Q
of
N

of

8
o.
U

ac 8
E
<

s o Ia

1 .

g8235

u

I I I I
888»nnwr

ETgm
I I | I

no
m

l  tn
i v
|*-
Q
| -

Lm

I | 8 I I I I | | I I

l -
m

wm

Q

3
of.
r~
tri
fr

328

848
18?

he en

0
9
8
21
c

8
.c
o"a

~3"3
gEn

cm
2

>

4-1E
c
m *C Q.
E cu

as
8 5

o

8%
oz c

d LU
cm .m
82 2

.8
z

g
E .8

2 a -§§§1§
.48 '" 838 E

8§8@58= _ 8  i § §  §
.s it?

§9!§§3§;§é3§§=§l33§§%l°E
§E38%§;3§s3s3§§8§§§3 8

VJ
2'
'5
|-

.8
a
GJ
q:
c
3
c

LE
D..
.~8

73ID

8
8
'U

m
(D
.é
*é
.fs
CL
.Q
'E
m

u
jg
D..
2
.g
QE
<

§9§§§§§§§§§§§858§§§§§§§§3§
eaw
g
*9

Ia
:1
' U
<

iii

v ~ Q F N M VWQNQWO w a v w C N¢'lV\-DCDN coo N ID v~ m§ § l'Nwvw@"@wvv wvv v tn§ nw~ n§ 3mEmmmmmm mv v9§ v$v9v

g



\

of LD 1- o o
, Lf) LD 1- l*- LD* I I I I (kg go) --'Q iv) I

r- et no
co o
co Q

N

o
of:
M_
o>
r~

Lm w Q LD
1- W 8 N

* of of of 'Q'
cf: o ca N
W of v- N
N m_

of

I I I I 4 I I ! I

Lm
w
N.
o
<-
GO
(D

I

IO
(D

Q
'<r

(D

q"
1 -

e t
LD
I*~
Q
co

Q
Lm
<4
8
If)

o
If)
<4
<r
LO
ID

'c
8 8
W 1

: E
9 3< o

<
he 99 ea ea Iam1010

123o
m

I I
.14

c  :
Q 2

m

N

ah

8v 2/5
3388
'€5<u*=
l354/mL? VS ea

I I

r 'EU 3 2
m

<-fs 9

i I
8

81' :
m  3  _as

m

| I I I

m
q

1-0

o o v- N T*
o of 1" of U)
m m -we N 1"
no o
r-- Lm

I I
o N CD 1"
o '4 w q
I*-m D N
v ' W U )

of

I I I I I I I

he

FC)n m<r-=r_
q -
<o
I-D

8?

o
ID
<1-_
q-
m
U)

M
o
Ne
=2
Ar
et
F
v '
*.|
Ra
N

<

1='»c>ION-.'o

'go
89:
Q W

=»~8re
°%

u vo en

<1-

I I I I I
to v-
¢*: <1'
zoom
(D

I I I I I I I I I I I

E

|\
co
~_
~=r
l~

com
|.nr-
<r_to_
oo 1-
I-OLD
L 0 4

m v
* <9to au
o m
Q NN

co

Q
O
m
l.n_
of

*  W(\|9-
'Q' ¢

m
I*-
Q
co

IOr-
ro

m
E

u

o 8 8
w .

o .= En: 'F :
o
u
<

<
W 99 c

w
o

.9

.9

8

8
l ~ E

- # E

swf.8 2:&~32848
8882
D 38
2838
" 2

§38
23

.E'
o

D.
a>
am

.9
IL'
go-,
::>

Q.-H LIJ
3 4: In 8

c
o
2:-
.Q
u
93
Q.
(D
Dr.

E

's._ 'GW: no
"§u8'LE6~m

coume.c g o

89'
g

3 8 . 9 c: .-
°'¢\\"'u":8'EZ... 4-4

.LE
5

E

§
<

C/2
IJJ
- J
D

m
m

3
3

o
2.co">

.r.:
D .s 3

Eo
oM
:_=.o.l.L1 3 . 9

'68`
cm

c
.9

4-v

.*.*.!o
9QCD

Q

N
""6

w

UI
.E
L:
3
so
D
\..
cy
Q.
C
.9+*
.go

8
ca.
GJ
D

8

§ ;§ § ;§ 3!,§8 8888888588

38338 . 5 8* 358823888
38§3§§§88l;§§?3§8%§§§z;33,

8 §l§§$3 8? En I
3li§88:=3**- o u > 2 0 l 2

° vi§¥6-
0.0

o
o

'DQ
C

L*
D.
._

>-
...
m

|-
'¢7>
D.
o

no
8|-
o|-

m
8>
8 23

.9:s
E
§
<

+1

55v-ncf:<rLr>c>v-nmwrmov-mov-nmov-:fav-uwooo LnLnu':mm<o<o<o¢.o<.o¢or~l~v~eoeocoeoo>a>cno'»c>m82¢q¢r;¢q(9gq(q¢Q(vg¢v)¢q¢q¢q¢q¢v;¢vg¢q¢q¢q¢v)¢q¢v)¢v)¢v)¢v)
<

1:
2
in
E3
2
<

'U~.»
GO
m
m
9
0
C

.-cm
gw:s
'c
<

8
Q tw32
0 1 -

q)
8g>D o .
c om,g

pm
n:

up .
c Tl D nofz<rLo<nv~ooo'>c n¢':<rl.ncnl~noo>c> (\l¢"J<l'lDLDI\COG)C> nm co

WNW!W'l-D(DYI°WU5'-*;\-'..'.. .,.,_l-'-(\l(\l¢\l¢\l¢\l¢\l(xl(\l¢\l(q¢v)¢v)¢v)¢q¢q¢v;¢v)gQpr;(v)q-q~<Yq$ q~



8
Q Bhmm(2.1*Q
<11

I I I I l I I I I I I I I I I I I I I I I I I I I

mWw
E
3
a I I l I I I I I I a I I I I I I I I I I I I I s I

N
do
.9
8
g m

?:c/948.Q2 3 8 5X.E¢ U""
u.1 LLa3

3488ea...
FCLCB

m

8c:
8 8 E
Ia... 2PD. 1:

GJ
no

I

4-4
3we V)
D. Cau o0>8 E038 U
in 'u

n l I I I I I I I I I a | I I I I 1 I I I I I a I

we
8

8 E g
cm 8 vov  8 3

U
-=r

l

3
.,9» -» 5
8 2 51-0.3

'u<

8
3

s
933 .::|

'U
<8

I

fn

mtI "£au c Emy  w1-4 .:
U
<

I
E
eD.
8
.8
i i
<

.fa:
93 8
cm ano>-- *m 3

U
<

s

2
838
1-43

<

3
8
D
Ù
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Johnson Utilities - Wastewater Division - Alternative 2 at 11.89% ROR
Test Year Ended December 31, 2007

Income Statement

Exhibit
Schedule C-1
Page 1
Witness: Bourassa

ROO
Test Year
Adjusted
Results

Proforma
Adjustments

Adjusted
Results

Proposed
Rate

Increase

Adjusted
with Rate
increase

Revenues
Flat Rate Revenues
Misc. Service Revenues
Other Wastewater Revenues

$ 10,851,808 $ $ 10,851,808 $ 347,891 $ 11,199,699

$
502,206

11,354,014 $ $
502,206

11,354,014 $ 347,891 $
502,206

11 ,701 ,905

$ $ s

310,229
714,560

310,229
714,560

310,229
714,560

147,196
32,762

4,817,218
116,474

48,151

147,196
32,762

4,817,218
116,474
48,151

147,196
32,762

4,817,218
116,474
48,151

572,981

2t,039
33,333

230,600
2,212,891

6,525
722,023 26,755

21,039
33,333

230,600
2,785,872

6,525
748,778

21 ,039
33,333

230,600
2,785,872

6,525
748,778

Operating Expenses
Salaries and Wages
Purchased Wastewater Treatment
Sludge Removal Expense
Purchased Power
Fuel for Power Production
Chemicals
Materials and Supplies
Contractual Services
Repairs and Maintenance
Rents
Transportation Expenses
insurance
Regulatory Comm. Exp. - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
income Tax
Reconciling Amount

Total Operating Expenses
Operating Income

$
$

19,269
9,432,271
1,921,744

$
$

(19,269)
580,467 $

(580,467) $
10,012,738
1,341,277

$
$ 347v891

$
$

10,012,738
1,689,168

Line

F
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32

SUPPORTING SCHEDULES:
C-1, page 2

RECAP SCHEDULES:
A-1

I

l
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Johnson Utilities - Wastewater Division - Alternative 2 at 11.89% ROF
Test Year Ended December 31, 2007

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Schedule C-2
Page 2
V\htness: Bourassa

Depreciation Expense
Final

Adjusted
Original Cost

Pl'OPOS8d

8 8 9

Depreciation
Expense

4,032,970
429,169 14.291

19,247,477
23,669,231

(108)
(29)

384.950
473.385

Account
_Mg Description
351 Organization
352 Franchises
353 Land and Land Rights
354 Structures and Improvements
355 Power Generation Equipment
360 Collection Sewers - Force
361 Collection Sewers - Gravity
362 Special Collecting Structures
363 Services to Customers
364 Flow Measuring Devices
365 Flow Measuring Installations
370 Receiving wells
371 Pumping Equipment
375 Reuse T&D
380 Treatment and Disposal Equipment
381 Plant Sewers
382 Outfall Sewer Lines
389 Other Pfant and Misc. Equipment
390 Office Furniture and Equipment
391 Transportation Equipment
393 Tools, Shop and Garage Equipment.
394 Laboratory Equipment
395 Power Operated Equipment
398 Other TangiblePlant

TOTALS

6,923,908
938,614
871,194

54,072,175

0.00%
0.00%
0.00%
3.33%
5.00%
2.00%
2.00%

10.00%
10.00%
10.00%
10.00%
3.33%

12.50%
2.50%
5.00%
5.00%
3.33%
6.67%

20.00%
20.00%
5.00%

10.00%
5.00%

10.00%

855.488
23,465
43.550

2.703.609

$ 110,184,599 $ 4.508.734

360
380
381

Post Test Year Plant
Collection Sewers - Force
Treatment and Disposal Equip.
plant Sewers

2.00% $
5.00%
5.00%

$ $

Less: Amort. of CIAC $ 40,562,307 4.2474% $ (1 ,722,862)

2.785.872$

$ 2.212.891

Total Depreciation Expense

Adjusted Test Year Depreciation Expense

Increase (decrease) in Depreciation Expense 572.981

Line

M
1
2
3

4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

29

30
31
32
33
34
35
36
37
38
39
40
41
42
43

44
45

46
47
48

Adjustment to Revenues and/or Expenses $ 572,981

SUPPORTING SCHEDULES
B-2, page 3



Johnson Utilities - Wastewater Division - Alternative 2 at 11.89% ROR
Test Year Ended December 31, 2007

Adjustment to Revenues and Expenses
Adjustment Number 2

Exhibit
Schedule C-2
Page 3
Vvhtness: Bourassa

Prooertv Taxes:

$ 11 ,354,014
11 ,354,014
11 ,701,905
11 ,469,978
22,939,956

$
$

Adjusted Revenues in year ended 12/31/07
Adjusted Revenues in year ended 12/31/07
Proposed Revenues
Average of three year's of revenue
Average of three year's of revenue, times 2
Add:
Construction Work in Progess at 10%
Deduct:
Book Value of Transportation Equipment

$

Full Cash Value
Assessment Ratio
Assessed Value
Property Tax Rate

$ 22,939,956
23.0%

5,276,190
14.0380%

Property Tax
Tax on Parcels

740,670
8,108

$ 748,778
722,023
26,755

Total Property Tax at Proposed Rates
Property Taxes in the test year
Change in Property Taxes $

Line

M . .
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
18
17
18
19
20
21
22
23

24
25
26

27
28

Adjustment to Revenues and/or Expenses $ 26,755


